VOLUME 11, No. 14 





RELEASES IN THIS ISSUE 





Securities Act 
Securities Exchange Act 


- 13156A, 13296A, 
13297-13327 


Public Utility Holding 


Company Act 


- 19853A, 19903- 


Investment Company Act 


Litigation 


Accounting Series 


This issue covers releases issued from 2/25/77-3/3/77. 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 





VOLUME 
| 
II 

iI 
IV 


FOUND IN DOCKET 
Vol. V, No. 15 
Vol. V, No. 16 
Vol. VI, No. 3 
Vol. VI, No. 15 
Vol. VI, No. 20 
Vol. VII, No. 8 
Vol. Vill, No. 15 
Vol. IX, No. 11 
Vol. X, No. 11 
Vol. XI, No. 9 


DATED 
12/3/74 
12/10/75 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 





SIGNIFICANT ITEMS 








ANNOUNCEMENTS 


33-5811 


Minor amendments to filing requirements | 


of certain prospectuses and registration 
statements to reduce filing burden and 
improve processing time. Effective Date: 
March 7, 1977. 


Proposed Amendments to Lease Dis- 
closure Requirements [File No. S7-680 - 





Comment Period Ending May 31, 1977] 


March 15, 











DOCUMENTS DEPARTMENT 


— ee 





Recission of Accounting Series Release 
No. 132 


Extension of Temporary Rule for Sub- 
mission of Price Quotations to Inter- 
Dealef Quotation System. 


Public meeting to discuss practice of 
allowing options of the same class and 
expiration date to be traded on more than 
one Exchange. 





RULES 





The following releases relate to self-regulatory organ- 
ization rule proposals and/or adoptions. 


34-13304 
34-13308 
34-13315 


34-13316 
34-13317 
34-13318 


34-13319 
34-13320 
34-13324 
34-13326 NOTICE OF FILING OF AMEX/NYSE 
PLAN PROGRAM FOR ALLOCATION 
OF REGULATORY RESPONSIBIL- 
ITIES PURSUANT TO RULE 17d-2 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5809/February 25, 1977 


The Securities and Exchange Commission announced 
today that the Bank de Guadalajara, a Mexican 
financiera has been removed from the Commission's 
Foreign Restricted List. Previously, on November 17, 
1972, the Bank de Guadalajara had been placed on the 
list. (See Securities Act Release No. 5338). The re- 
moval of the financiera is a part of the continued co- 
operative effort between the Commission and the 
Mexican financial authorities to achieve compliance 
with the securities laws of both countries by financial 
institutions, brokers, dealers, investment advisers and 
others. (See Securities Act Release No. 5739). 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 


SECURITIES ACT OF 1933 
Release No. 5810/February 28, 1977 


File No. 3-5152 


REGULATION A EXEMPTION OF VARICON COR— 
PORATION TEMPORARILY SUSPENDED 


The Commission has issued an order temporarily sus- 
pending the Regulation A exemption: ftom registration 
under the Securities Act of 1933 with respect to a 
proposed public offering of 100,000 shares of the 
common stock of Varicon Corporation, which was to 
be underwritten by DMR Securities, Inc., of Tucson, 
Arizona. 


According to the order, the Commission has reason 
to believe, among other things, that: (a) the Regu- 
lation A exemption is not available to the issuer 
because James C. Monroe, an undisclosed promoter 
of the issuer, is subject to an order of permanent 
injunction issued by the U.S. District Court; (b) the 
offering circular and notification of Varicon Corpo- 
ration misrepresent and omit to state material facts; 
(c) the terms and conditions of Regulation A have 
not been complied with; and (d) the offering, if made, 
would be made in violation of the anti-fraud 
provisions of the securities laws. 





SECURITIES ACT OF 1933 
Release No. 5811/February 28, 1977 


Amendments to Prospectus Rules 
AGENCY: Securities and Exchange Commission 
ACTION: Final Rules. 


SUMMARY: The Commission has amended the filing 
requirements of certain prospectuses and registration 
statements in a minor fashion. The amendments will 
reduce the number of copies of prospectuses required 
to be filed and require that certain data be set 
forth on the front pages of the documents in question. 
The amendments have been adopted in order to 
reduce the filing burden on issuers and to improve 
the processing time for the documents involved. 


DATES: Effective Date: March 7, 1977. 
FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 


and Exchange Commission, Washington, D.C. 20549 
(202-755-1240). 
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SUPPLEMENTARY INFORMATION: The Commission 
announces the adoption of certain minor amend- 
ments to Rule 424 [17 CFR 230.424] and Rule 429 [1; 
CFR 230.429] under the Securities Act of 1933 
[15 U.S.C. 77a et seq., aS amended by Pub. L. 
94-29 (June 4, 1975)]. The amendments have been 
adopted without public notice and comment because 
the Commission finds that, for good cause, the notice 
and procedures specified in the Administrative 


| Procedure Act [5 U.S.C. 553] are unnecessary. 


DISCUSSION OF AMENDMENTS 


Rule 424 requires an issuer to file with the Commission 
copies of all prospectuses used by it in connection 
with an effective registration statement or a radio 
or television broadcast. The number of copies required 
to be filed under Rule 424 varies, depending on the 
purpose for which the prospectus Is used. 


The Commission has amended Rule 424 in two 
respects. First, paragraphs (b) and (c) of the rule 
have been revised to reduce the number of copies 
required to be filed thereunder from 25 to 10. 
The reduction is intended to lessen the filing burden 
on issuers, and it is based on the Commission's 
determination that 10 copies of the documents ii 
question will be sufficient for its purposes. 


The second change in Rule 424 is the addition of a 
new paragraph (e) which will require issuers to 
include certain non-substantive information in the 
upper right corner of prospectuses filed under the 
rule. The information to be included will consist of 
the file number of the registration statement to which 
the prospectus relates and the paragraph of the 
rule under which the prospectus is being filed. The 
above information, which may be set forth in long- 
hand, will allow the Commission’s staff to expedite 


| the processing of Rule 424 prospectuses. 


The Commission also has amended Rule 429 under 
the Securities Act. That rule permits an issuer under 
certain circumstances to use a combined prospectus 
for two or more registration statements. Although 
Rule 429 requires in paragraph (b) thereof that the 
latest registration statement or any amendment 
thereto indicate the earlier registration statements to 
which the combined prospectus relates, it has not 


: previously stated where such information should be 


located. To cure this deficiency, the rule has been 
amended to state that the requisite information should 
appear at the~bottom of the facing page of the 
document being filed. This change will assist issuer’ 
in complying with paragraph (b) of Rule 429 and wi 
help expedite the processing of filings under that rule. 





TEXT OF THE AMENDMENTS 
17 CFR 230.424 is amended to read as follows: 


§230.424 Filing of prospectuses, number of copies. 


* * * * * 


(b) Within 5 days after the effective date of a 
registration statement or the commencement of a 
public offering after the effective date of a registration 
statement, whichever occurs later, 10 copies of each 
form of prospectus used after the effective date in 
connection with such offering shall be filed with 
the Commission in the exact form in which it was 
used; provided, however, that this paragraph shall 
not apply in respect of a form of prospectus contained 
in a registration statement and relating solely to 
securities offered at competitive bidding which 
prospectus is intended for use prior to the opening 
of bids. 


(c) After the effective date of a registration statement 
no prospectus which purports to comply with 
section 10 of the Act and which varies from 
any form of prospectus filed pursuant to paragraph 
(b) of this rule shall be used until 10 copies thereof 
have been filed with, or mailed for filing to, the 
Commission, together with 5 copies of a cross 
reference sheet similar to that previously filed, if 


changed; provided, however, that this paragraph shall 
not apply in respect of a form of prospectus contained 
in a registration statement and relating solely to 


securities offered at competitive bidding which 
prospectus is intended for use prior to the opening 
of bids. 


* 


(e) Each copy of a prospectus filed under this 
rule shall contain in the upper right corner of the 
cover page the paragraph of this rule under which 
the filing is made and the file number of the 
registration statement to which the prospectus 
relates. The information required by this paragraph 
may be set forth in longhand, provided it is legible. 


17 CFR 230.249 is amended to read as follows: 


§230.429 Prospectus relating to several registration 
statements. 


(b) Where the use of a combined prospectus is 
permitted by paragraph (a), the filing of such 
prospectus as a part of the latest registration state- 
ment or compliance with any undertaking contained 
in such statement to file as an amendment thereto 
any prospectus which purports to meet the require- 
ments of section 10(a)(3) of the Act, shall be deemed 


to constitute compliance with any similar undertaking 
contained in the earlier registration statements. The 
latest registration statement or any such amend- 
ment thereto shall indicate on the facing page at the 
bottom thereof the earlier registration statements to 
which the combined prospectus relates but copies 
of such prospectus need not be filed with such earlier 
statements. 


(Secs. 6, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85; 
Secs. 205, 209; 48 Stat. 906, 908; sec. 301, 54 
Stat. 857; sec. 8, 68 Stat. 685; sec. 1, 79 Stat. 
1051; 15 U.S.C. 77f, 77h, 77j, 77s(a)). 


AUTHORITY FOR, AND OPERATION, OF THE 
AMENDMENTS 


The foregoing amendments are adopted pursuant to 
the authority contained in Sections 6, 8, 10 and 
19(a) of the Securities Act of 1933. Inasmuch as 
the amendments are of a minor nonsubstantive nature 
and will not require the filing of any additional 
materials, the Commission finds that, for good cause, 
the notice and procedures specified in the Admini- 
Strative Procedure Act of 1946 [5 U.S.C. 553) 
are unnecessary. Accordingly, the amendments are 
adopted effective March 7, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
33-5812/ March 2, 1977 


SECURITIES EXCHANGE ACT OF 1934 
34-1332/ March 2, 1977 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
35-19912 


LEASE DISCLOSURE REQUIREMENTS 

Proposed Amendments 

AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Rule. 

SUMMARY: The Commission is proposing adopting 


certain new rules and modifying existing rules to 
(1) conform its lease accounting and disclosure 
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rules to those recently adopted by the Financial 
Accounting Standards Board (‘FASB’); (2) require 
certain lease disclosures of public utilities and 
other rate regulated enterprises that are not required 
to conform their lease accounting and disclosures 
to those recommended by the FASB; and (3) require, 
in specific instances, early application of the lease 
accounting and disclosure requirements of the 
FASB. 


DATE: Comments should be submitted on or before 
May 31, 1977. 


ADDRESS: Comments should refer to File S7-680 
and should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Walter K. 
Rush Ill, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-376-8019). 


SUPPLEMENTAL INFORMATION: On October 5, 
1973 the Securities and Exchange Commission stated 
in Accounting Series Release No. 147 [38 FR 29215] 
(Securities Act Release No. 5428, Securities Exchange 
Act Release No. 10421, Public Utility Holding 
Company Act Release No. 18111) that at the time 
the Financial Accounting Standards Board develops 
improved standards of accounting for leases the 
Commission would reconsider its lease disclosure 
requirements. 


In November 1976 the FASB issued Statement of 
Financial Accounting Standards No. 13, ‘‘Accounting 
for Leases,’’ (SFAS No. 13). The Commission believes 
SFAS No. 13 provides improved standards of 
accounting and disclosure for leases and is there- 
fore proposing changes to its existing lease rules 
relating to leases. 


Existing Requirements 


Accounting Series Release No. 132: 


In accounting Series Release No. 132 [37 FR 
26516] (Securities Act Release No. 5333, Securities 
Exchange act Release No. 9867, Public Utility Holding 
Company Release No. 17772) dated November 17, 
1972, the Commission stated its opinion “’. . . that 
when lease transactions are entered into with lessors 
without material independent economic substance, 
the transaction should be accounted for as a purchase 
in accordance with the procedures described in 
Accounting Principles Board Opinion No. 5. 
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ASR No. 132 was an interpretation by the Commission 
of what it believed generally accepted accounting 
principles (as represented by APB Opinion No. 5), 
required. APB Opinion No. 5 has been superseded 
by SFAS No. 13. In paragraph 7 of SFAS No. 13, 
four criteria are listed which define a lease which 
must be capitalized by the lessee; in paragraph 82 of 
SFAS No. 13 the FASB explains why it did not 
select the criterion of ‘“‘lessor lacks independent 
economic substance:” 


The Board considered the argument advanced by 
some that, if the lessor has no economic substance, 
the lessor serves merely as a conduit in that the 
lender looks to the lessee for payment and thus, it is 
asserted, the lessee is, in fact, the real debtor and 
purchaser. Whether the lessee is judged to be a 
debtor does not, in the Board’s view, constitute a 
suitable criterion for determining lease classification 
for the reasons expressed in paragraph 71. The 
Board finds unpersuasive the argument that the 
lessee’s accounting for a leasing transaction should be 
determined by the economic condition of an un- 
related lessor. If a lease qualifies as an operating 
lease because it does not meet the criteria in 
paragraph 7, the Board finds no justification for 
requiring that it be accounted for as a capital lease 
by the lessee simply because an unrelated lessor 
lacks independent economic substance. In such e 
case, it probably means that someone else, pre- 
sumably the lender, is in substance the lessor, but 
this circumstance, per se, should not alter the 
lessee’s accounting. Accordingly, the Board rejected 
this criterion. 


Since the Commission believes the criteria specified 
in paragraph 7 of SFAS No. 13 are satisfactory, 
Accounting Series Release No. 132 is being with- 


drawn. Reference is made to Accounting Series 
Release No. 211 (33-5813, 3413323, 35-19913) of 
this date for notice of the rescission of this release. 


Disclosure Requirements 


The Commission’s disclosure requirements for leases 
are contained in 8210.3-16 and 8210.12-16 of Regu- 
lation S-X. The Commission has considered the dis- 
closures required by SFAS No. 13 and _ believes 
that they are generally sufficient and is proposing to 
conform the requirements of Regulation S-X to SFAS 
No. 13 except as described below. 


Paragraph 3 of SFAS No. 13 states: This Statement 
[SFAS No. 13] applies to regulated enterprises in 
accordance with the provisions of the Addendum to 
APB Opinion No. 2, ‘‘Accounting for the ‘Investment 
Credit’.’’ The effect of Addendum to APB Opinior 
No. 2 on accounting for or disclosure of capita. 
leases under SFAS No. 13 is not clear. For example: 





Some believe the Addendum to APB Opinion No. 2 
relates solely to the income statement and therefore 
regulated enterprises should be required to capitalize 
Capital and leases on their balance sheet and reduce 
the asset and liability in a fashion that results in the 
same charge to income as the charging to expense of 
rental payments when made. Others believe the 
Addendum applies to all financial statements and 
therefore capitalization is not required; however, some 
form of footnote disclosure is appropriate. And still 
others believe neither capitalization nor disclosure 
beyond that required for operating leases is required. 
In their view, unless the regulatory agencies recognize 
the concept of a capital lease in the rate-making 
process, disclosure of information related to capital 
leases is irrelevant. 


The Commission has requested that the FASB re- 
consider or interpret the Addendum to APB Opinion 
No. 2 to eliminate the confusion which currently 
exists. However, until the confusion is eliminated, 
the Commission is proposing to require disclosure of 
the following information from regulated enterprises 
for leases which meet SFAS No. 13’s definition of a 
capital lease but which are accounted for as opera- 
ting leases: 


(a) the amounts of the assets and liabilities which 
would have been included in the balance sheet had 


such leases been accounted for as capital leases; 
and 


(b) the effect on net income (loss) and net income 
(loss) per share which would have resulted had such 
leases been accounted for as capital leases. 


The Commission specifically invites comments on its 
proposal to require the above leasing disclosures from 
regulated enterprises. The Commission would also like 
the views of commentators as to whether such dis- 
closures are appropriate (some believe in a_ rate- 
regulated enterprise that a change in the pattern of 
recognizing expenses will be met with a corresponding 
change in allowable revenues and there will be no 
effect on net income) or excessive (some advocate 
that SFAS No. 13 disclosures related to operating 
leases are sufficient or that disclosure only of the 
discounted lease liability is sufficient). 


Retroactive Application of SFAS No. 13 


Retroactive application of SFAS No. 13 is required 
for financial statements for calendar or fiscal years 
beginning after December 31, 1980. In paragraphs 
115-120 of SFAS No. 13, the FASB explains that it 
adopted this long transition period so that companies 
would have sufficient time to accumulate the data 
necessary to accomplish restatement and to resolve 


problems arising from restrictive clauses in loan in- 
dentures or other agreements. 


The Commission believes that retroactive application 
of SFAS No. 13 and the interperiod and intercompany 
comparability which results is highly desirable and 
should be accomplished as soon as practicable. The 
Commission notes that substantial data accumulation 
must be completed in 1977 in order to meet the 
disclosure requirements of paragraph 50 of SFAS No. 
13 which requires certain disclosures for balance 
sheets as of December 31, 1977, and _ thereafter 
and for income statements for periods beginning 
after December 31, 1976. The Commission also notes 
that as of December 31, 1977, lessees will have 
accumulated at least five years of lease data in 
order to have met their current and prior disclosure 
requirements under 8210.3-16 and that the definition 
of a financing lease in 8210.3-16 does not differ 
significantly from a capital lease in paragraph 7 of 
SFAS No. 13. 


For the reasons described above the Commission 
does not presently believe that at December 31, 1977 
data accumulation will constitute a significant problem 
for public companies in accomplishing a restatement 
in accordance with the provisions of SFAS No. 13. 
Therefore, unless a registrant has been unable to 
resolve problems in connection with restrictive clauses 
in loan indentures or other agreements, the Com- 
mission is proposing that financial statements filed 
with the Commission for fiscal years ending on or 
after December 25, 1977, be restated in accordance 
with the provisions of SFAS No. 13. In addition, the 
Commission is proposing that if retroactive appli- 
cation of SFAS No. 13 would result in a violation 
of restrictive clauses in loan indentures or other 
agreements, such fact be disclosed. 


Proposed Amendments 


Commission action - The Commission hereby pro- 
poses (1) issuance of an accounting series release 
[17 CFR Part 211] to require retroactive capitalization 
and restatement in financial statements for fiscal 
years ending on or after December 25, 1977 for all 
capital leases, unless a registrant has been unable to 
resolve problems in connection with restrictive clauses 
in loan indentures or other agreements. If current 
application would result in a problem under such a 
restrictive clause, disclosure of that fact will be 
required; and (2) revisions to paragraph (q) of 
§210.12-16 of 17 CFR Part 210 as given below: 


+ * * * * 


§210.3-16 General notes to financial statements. 


(See Release No. AS-4) 


* * 
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(q) Leased assets and lease commitments of regu- 
lated enterprises subject to the rate-making process. 


(1) This rule is applicable to all regulated enter- 
prises subject to the rate-making process that do 
not record capital leases as assets with associated 
liabilities. For purpéses of this rule, a lease is 
defined as an agreement conveying the right to use 
property, plant, or equipment (land and/or depreciable 
assets) usually for a stated period of time. It 
includes agreements that, although not nominally 
identified as leases, meet the above definition, such as 
a “heat supply contract’ for nuclear fuel. This 
definition does not include agreements that are con- 
tracts for services that do not transfer the right to 
use property, plant, or equipment from one con- 
tracting party to the other. On the other hand, 
agreements that do transfer the right to use property, 
plant, or equipment meet the definition of a lease 
for purposes of this rule even though substantial 
services by the contractor (lessor) may be called for 
in connection with the operation or maintenance of 
such assets. This rule does not apply to lease agree- 
ments concerning the rights to explore for or to 
exploit natural resources such as oil, gas, minerals, 
and timber. Nor does it apply to licensing agreements 
for items such as motion picture films, plays, manu- 
scripts, patents, and copyrights. A lease is a capital 
lease if at its inception it meets one or more of, the 
following four criteria: 


(i) The lease transfers ownership of the property 
to the lessee by the end of the lease term. 


(ii) The lease contains a bargain purchase option. 


(iii) The lease term is equal to 75 percent or more 
of the estimated economic life of the leased property. 
However, if the beginning of the lease term falls 
within the last 25 percent of the total estimated 
economic life of the leased property, including earlier 
years of use, this criterion shall not be used for 
purposes of classifying the lease. 


(iv) The present value at the beginning of the lease 
term of the minimum lease payments excluding that 
portion of the payments representing executory costs 
such as insurance, maintenance, and taxes to be paid 
by the lessor, including any profit thereon, equals or 
exceeds 90 percent of the excess of the fair value of 
the leased property to the lessor at the inception of 
the lease over any related investment tax credit 
retained by the lessor and expected to be realized 
by him. However, if the beginning of the lease term 
falls within the last 25 percent of the total estimated 
economic life of the leased property, including earlier 
years of use, this criterion shall not be used for 
purposes of classifying the lease. A lessee shall com- 
pute the present value of the minimum lease pay- 
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ments using his incremental borrowing rate, unless 
(A) it is practicable for him to learn the implicit 
rate computed by the lessor and (B) the implicit 
rate computed by the lessor is less than the lessee’s 
incremental borrowing rate. If both of those condi- 
tions are met, the lessee shall use the implicit rate. 


(2) The following information shall be provided for 
capital leases covered by this rule: 


(i) As of the date for each required balance sheet, 
the aggregate amounts of the assets and liabilities 
that would have been recorded in the accounts had 
all leases meeting the definition of a capital lease been 
recorded as assets and liabilities. 


(ii) For each period for which an income statement is 
required, the aggregate effect on net income (loss) 
and net income (loss) per share that would have been 
recorded had all leases meeting the definition of a 
Capital lease been recorded as assets and iiabilities. 


7 * * * 


These amendments are proposed to be adopted 
pursuant to authority in Sections 6, 7, 8, 10 and 
19(a) [15 U.S.C. 77f, 77g, 77h, 77j, 77s) of the 
Securities Act of 1933; Sections 12, 13, 15(d), 
and 23(a) [15 U.S.C. 781, 78m, 780(d), 78w] of the 
Securities Exchange Act of 1934; and Sections 
Bib), 14, and 20(a) [15 U.S.C. 79e, 79n, 79t) 
of the Public Utility Holding Company Act of 19365. 
Pursuant to Section 23(a)(2) of the Exchange Act the 
Commission has considered the impact of these 
proposals on competition and is not aware at this 
time, of any burden that such rule amendments, 
if adopted, would impose on competition. How- 
ever the Commission specifically invites comments 
as to the competitive impact of these proposals, if 
adopted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Title 17 - Commodity and Securities Exchanges 


CHAPTER Il 
COMMISSION 


- SECURITIES AND EXCHANGE 


[Release Nos. 33-5813, 34-13323, 35-19913, AS-211] 


PART 211 - INTERPRETATIVE RELEASES RELATING 
TO ACCOUNTING MATTERS (ACCOUNTING 
SERIES RELEASES) 





ACCOUNTING SERIES RELEASE NO. 132 


Notice of Rescission 


AGENCY: Securities and Exchange Commission. 


ACTION: Rescission of an Accounting Series Release. 


SUMMARY: Accounting Series Release No. 132 
[37 FR 26516], Reporting of Leases in Financial 
Statements of Lessees, is being rescinded because the 
interpretation contained therein is no_ longer 
pertinent or necessary in the administration of the 
Commission’s current rules. Reference is made to 
Release No. 33-5812, (34-13322, 35-19912) of this date 
for additional details. 


EFFECTIVE DATE: March 2, 1977 


FOR FURTHER INFORMATION CONTACT:Walter K. 
Rush lll, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, (202) 376-8019. 


* * * * 


The Commission hereby rescinds Accounting Series 
Release No. 132 (33-5333, 34-9867, 35-17772), Part 
211 of Title 17, Chapter Il, of the Code of Federal 
Regulations. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


March 2, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13156A/February 28, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19853A/February 28, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9604A/February 28, 1977 


Adoption of Amendments of Certain Forms and 
Related Rules; Correction 


In FR Doc. 77-2225 appearing at page 4424 in the 
FEDERAL REGISTER of January 25, 1977 (Release 
Nos. 34-13156, 35-19853, IC-9604, AS-206, January 
13, 1977), the following corrections should be made: 


|. On page 4430, column 1, the penultimate sentence 
of paragraph (a) to Item 2 of the Form 8-K should 
be changed by adding the word ‘‘case’’ immediately 
following the words “in which” and immediately 
before the words “the identity of such bank’’ so that 
the sentence reads as follows: 


“If the transaction being reported is an acquisition, 
identify the source(s) of the funds used unless all or 
any part of the consideration used is a loan made 
in the ordinary course of business by a bank as 
defined by Section 3(a)(6) of the Act in which 
case the identity of such bank shall be omitted 
provided a request for confidentiality has been 
made pursuant to Section 13(d)(1)(B) of the Act.” 


ll. On page 4430, column 3, the last sentence of 
paragraph (d) of Item 4 of the Form 8-K should be 
changed so that the paragraph refers to General 
Instruction E rather than to General Instruction F. 


lll. On page 4431, column 2, the General Instructions 
to the Form 10-Q should be changed by transferring 
the caption and paragraph in General Instruction E 
to new General Instruction F and substituting therefor 
the following as General Instruction E: 


“E. Notice of Intention to File a Registration 
Statement on Form S-7 or Form S-16. 


lf, at the time of filing its quarterly report on Form 
10-Q, registrant intends to file, in the near future, 
a registration statement on either Form S-7 or 
Form S-16 under the Securities Act of 1933, 
registrant is requested to advise the staff of such 
intention in the transmittal letter accompanying the 
report on Form 10-Q (with a copy under separate 
cover to the Branch Chief in the Division of 
Corporation Finance who regularly reviews regis- 
trant's filings), and to indicate a contemplated filing 
date for the registration statement. Such prefiling 
notice is intended to assist the Commission's staff 
in its processing of registration statements and is 
optional on the part of the registrant. Providing 
such pre-filing notice to the staff is not a condition 
to the use of Form S-7 and Form S-16.” 


General Instruction F now discusses the signature and 
filing of the report. 


IV. On page 4433, column 2, the following should be 
added as General Instruction | of the General Instruc- 
tions to the Form 10-K: 
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“I. Notice of Intention to File a Registration State- 
ment on Form S-7 or Form S-16. 


lf, at the time of filing its annual report on 
Form 10-K, the registrant intends to file, in the 
near future, a registration statement on either Form 
S-7 or Form S-16 under the Securities Act of 1933, 
the registrant is requested to advise the staff of 
such intention in the transmittal letter accompany- 
ing the report on Form 10-K (with a copy under 
separate cover to the Branch Chief in the Division 
of Corporation Finance who regularly reviews 
registrant's filings), and to indicate a contemplated 
filing date for the registration statement. Such pre- 
filing notice is intended to assist the Commission's 
staff in its processing of registration statements and 
is optional on the part of the registrant. Providing 
such pre-filing notice to the staff is not a condition 
to the use of Form S-7 or Form S-16."’ 


V. On page 4434, column 1, Instruction 1 of Item 
6(c) to the Form 10-K should be changed so that the 
instruction refers to “paragraph (c)’’ rather than 
“paragraph (b).”’ 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13296A/March 2, 1977 


In the Matter of the 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20006 


(SR-MSRB-76-4) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 23, 1976, the Municipal Securities Rule- 
making Board (the ‘’Board’’) filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’), as amended by 
the Securities Acts Amendments of 1975, and Rule 
19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change filed by the Board con- 
tained amended versions of the Board’s proposed 
Rules G-8 through G-10 which establish record- 
keeping and preservation requirements while eliminat- 
ting the need for municipal securities brokers and 
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municipal securities dealers to comply with more than 
one set of recordkeeping requirements. These pro- 
posed rules were originally filed with the Commission 
on April 8, 1976 and published in Securities Exchange 
Act Release No. 12362 (April 23, 1976) (41 Fed. Reg. 
18175 (April 30, 1976)). 


Notice of the proposed rule change filed by the 
Board on December 23, 1976, together with the terms 
of substance of the proposed rule change, was given 
by publication of a Commission release (Securities 
Exchange Act Release No. 13107 (December 23, 
1976)) and by publication in the Federal Register (42 
Fed. Reg. 913 (January 4, 1977)). 


The Commission finds that the proposed rule change 
set forth in Release No. 13107 is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to the Board, and in particular, 
the requirements of Section 15B and the rules and 
regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act that the proposed rule change 
filed with the Commission on December 23, 1976, 
be, and it hereby is, approved effective April 1, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13287/February 25, 1977 


The Securities and Exchange Commission has issued 
an order granting the application of the Philadelphia 
Stock Exchange, Inc. for unlisted trading privileges in 


the ordinary voting common stock of Kewanee 
Industries, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13298/February 25, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 14 to 
request a hearing on an application of Union Pacific 
Railroad Company to withdraw its 24% refunding 
mortgage bonds, Series C, due 1991, and its 8%% 
equipment trust certificates, Series A, 1970 from 


listing and registration on the New York Stock 
Exchange, Inc. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13299/February 25, 1977 


The Securities and Exchange Commission has issued 
an order granting the application of the American 
Stock Exchange, Inc. to strike the warrants (for 
common stock) expiring March 26, 1977, of Affiliated 
Capital Corp. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13300/February 25, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 12:20 P.M. (EST) on 
February 25, 1977 and terminating at midnight (EST) 
on March 6, 1977 of the securities of Five Star 
Coal Co., Inc. (‘Five Star’’) a Delaware corporation 
with principal executive offices located at Route 2, 
Box 156, Berea, Kentucky. 


The Commission ordered the suspension of trading 
in Five Star securities because of the lack of adequate 
and accurate public information about the company’s 
operations and financial condition and because of 
questions which have arisen concerning market 
activity in the company’s securities. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any in- 
formation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension no quotation may be entered unless and until 
they have strictly complied with all of the provisions 
of said rule. lf any broker or dealer has any questions 
as to whether or not he has complied with said 
rule, he should not enter any quotation but im- 
mediately contact the staff of the Division of Enforce- 
ment in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to 
the securities in question until such time as he has 
familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of 


said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13301/February 25, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) the single ten day sus- 
pension of exchange and over-the-counter trading for 
the period commencing at 12:15 p.m. (EST) on 
rebruary 25, 1977 and terminating at midnight (EST) 
on March 6, 1977 of the securities of Ametex Corp. 
(‘“Ametex’’) a Nevada corporation with principal 
executive offices located at 1040 South Prospect 
Street, Salt Lake City, Utah. 


The Commission ordered the suspension of trading in 
Ametex securities because of the lack of adequate 
and accurate public information about the company’s 
operations and financial condition and because of 
questions which have arisen concerning market 
activity in the company’s securities. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension no quotation may be entered unless and until 
they have strictly complied with all of the provisions 
of said rule. If any broker or dealer has any questions 
as to whether or not he has complied with said rule, 
he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain 
as to what is required by Rule 15c2-11, he should 
refrain from entering quotations, relating to the secur- 
ities in question until such time as he has familiarized 
himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt 
enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13302/February 25, 1977 


ACCOUNTING SERIES 
Release No. 210/February 25, 1977 


In the Matter of 
REICH, WEINER & CO. 


OPINION AND ORDER PURSUANT TO RULE 2(e) 
OF THE COMMISSION'S RULE OF PRACTICE 


These are proceedings pursuant to Rule 2(e) of the 
Commission’s Rules of Practice to determine whether 
Reich, Weiner & Co., (‘‘Reich, Weiner’’), a partner- 
ship engaged in the practice of public accounting, 
should be denied the privilege of appearing or practic- 
ing before the Commission. 


Respondent, without admitting or denying any of the 
statements and conclusions set forth herein, and 
solely for the purpose of settlement, has submitted 
an offer of settlement in which Respondent waives 
the entry: of a Formal Order of Administrative Pro- 
ceedings pursuant to Rule 2(e), consents to the entry 
of this Opinion and Order and makes certain under- 
takings, all as set forth below. 


For the fiscal years ended December 31, 1972, 1973 
and 1974 Generics Corporation of 
(“‘Generics’’) issued false and misleading financial 
statements which were included in its Annual Reports 
on Form 10-K, in annual reports to shareholders 
included with proxy material distributed in connection 
with the annual meetings of shareholders and a 
Registration Statement which was declared effective 
November 26, 1975.' Reich, Weiner, independent 
accountants for Generics, issued audit reports ex- 
pressing an unqualified opinion on those financial 
statements and representing that they had performed 
an audit in accordance with generally accepted audit- 
ing standards. During the period in question, Generics 
was engaged in the business of manufacturing and 
wholesaling pharmaceuticals, medical supplies and 
related products. one of its principal subsidiaries was 
Wolins Pharmacal Corporation (‘‘Wolins’’) which sold 
prescription drugs and related items to hospitals, 
pharmacies and others. The consolidated financial 
statements of Generics were misstated for fiscal years 
1972, 1973 and 1974 by reason of inclusion of sub- 
stantial amounts of nonexistent Wolins inventory for 
each of those years. Information obtained during the 
Commission's investigation indicates that the fraudu- 
lent overstatement of inventory was accomplished by 
the addition by Wolins personnel of computer punch 
cards representing non-existent inventory to the other 
punch cards used in taking the yearend physical 
inventory at Wolins. This scheme, which was 
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America ° 


designed to deceive Reich, Weiner, and others, 
resulted in an overstatement of consolidated inven- 
tories of Generics in the approximate amounts of $2 
million, $3 million and $4.4 million for the years 
ended December 31, 1972, 1973 and 1974 re- 
spectively. Generics’ reported net income for each of 
those years was $223,108, $551,792 and $644,625. 


In each of the years 1972 through 1974, Wolins’ 
physical inventory count was organized through the 
data processing department, which produced pre- 
punched cards for each item/location at the Wolins 
warehouse showing the product code number and 
other data, but without quantities or prices inserted. 
These were distributed within the warehouse to the 
appropriate storage areas. Warehouse personnel then 
did the actual counting, entering in pencil the 
quantities counted for each item/location. The cards 
were then collected and returned to the data proces- 
sing facility where the quantities were punched and 
the cards processed to produce final inventory listings. 
The cards used in the count were not serially 
numbered and were already in place preparatory to 
the count when the auditors arrived to observe the 
physical inventory. 


In performing the examination of the Wolins sub- 
sidiary, Reich, Weiner relied exclusively on the year- 
end physical inventory to establish quantities on hand 
used in calculating inventory amount for financial 
statement purposes. 


Even though Wolins had a relatively sophisticated 
perpetual inventory system, which by early 1973 
included substantially all inventory items, Reich, 
Weiner, was unaware that the system existed. The 
physical inventory was thus critical, since it was 
believed that no accounting records existed to provide 
corroborative evidence of quantities on hand. A 
“control list’’ was provided by the client of the punch 
cards produced (including the fraudulent cards) but 
was only made available after the count had actually 
begun. 


In 1972, the auditors used a modified ‘‘test deck’’ 
approach to evaluate certain elemen:s of the client's 





'The investigation of these matters resulted in the 
institution of a Civil injunctive action against Generics, 
its board chairman and president and two employees. 
This suit was settled by the entry of final judgments 
of permanent injunction by consent against Generics 
and the three individuals enjoining them from further 


violations of the anti-fraud, reporting and proxy 
provisions of the federal securities laws and ordering 
certain ancillary relief. See Litigation Release No. 
7218. 





computer programs used in processing the inventory 
ounch cards.” The tests performed indicated that the 
 rograms properly identified missing cards, but did not 
provide any assurance that extra cards would be 
rejected. 


The inventory was conducted with only a minimum of 
written instructions to Wolin’s personnel and relied 
almost exclusively on the data processing department 
to provide control of the inventory count. Reich, 
Weiner’s observations of the inventory count was 
handled similarly, in that only oral instructions were 
given to staff personnel doing the observation work.° 


The “control list’’ provided to the auditors was sub- 
sequently used to test check items appearing on the 
final listing. Since the two documents were generated 
from the same input, this procedure indicated no 
discrepancies. Neither the control list nor the final 
listing was compared to actual warehouse locations, 
nor did the auditors use a diagram of the warehouse 
in planning or conducting their inventory observation 
work. 


In the view of the Commission, Reich, Weiner thus 
failed to obtain sufficient assurance that the count 
medium was properly controlled and that only 
inventory actually on hand was included in the count. 


A copy of the priced and extended physical inventory 
listing was subsequently given to the auditors for 
use in the balance of their audit work in connection 
with the Wolins inventory. Among other tests, Reich, 
Weiner conducted price tests of selected inventory 
items by comparison to vendors’ invoice prices. The 
client was requested to provide the most recent 
invoices covering quantities listed as on hand at year 
end. Invoices examined by Reich, Weiner, however, 
often failed to account for more than a small fraction 
of the quantities appearing on the list with respect to 
items tested. In addition, many of these invoices 
were six Or more months old, a fact which of itself 
should have caused questions to be raised. Despite 
these serious shortcomings in audit results, no in- 
quiries were made to determine what the problems 
might be. 


In the face of what they believed to be a virtual 
absence of accounting controls in the form of 
perpetual inventory records, Reich, Weiner did not 
attempt to obtain any substantial corroborative 
evidence with respect to year-end inventory. By 
December 31, 1974 the inventory turnover rate at 
Wolins had apparently deteriorated to about 0.8 times 
annually, down from approximately 1.0 in 1973 and 
1.3 in 1972.4 The 14 to 15 months’ supply of 
inventory purportedly on hand at year-end 1974 held 
the potential for serious financial problems for a com- 
pany with major portions of its goods (drugs and 


pharmaceuticals) bearing dates beyond which they 
were unsaleable as a matter of law.° These problems 
went virtually unnoticed by Reich, Weiner, however, 
and no steps were taken to investigate the possible 
consequences in any of the three years. During this 
same time period the ostensible gross profit on 
Wolins sales climbed from 36% in 1972 to about 43% 
in 1974. Similarly little notice was made by the 
auditors of this fact, despite knowledge that manage- 
ment was committed to several major sales contracts 
at prices substantially below the Wolins catalog price. 


CONCLUSIONS 


The Commission finds, based on the foregoing, that 
Reich, Weiner engaged in improper professional 
conduct. In the opinion of the Commission, Reich, 
Weiner’s examination of the consolidated financial 
statements of Generics for the years ended December 
31, 1972, 1973 and 1974 were not conducted in ac- 
cordance with generally accepted auditing standards 
(“GAAS”) as alleged in their reports. The first ‘’field 
work” standard of GAAS states: 


“The work is to be properly planned, and assistants, 
if any, are to be properly supervised.’”® 


The Commission does not believe that an audit of this 
magnitude can be properly planned or conducted in 
the absence of written audit programs. The need for 
written guidelines was particularly acute with respect 
to the observation of inventory since: 1) the auditors 
knew they would be relying almost exclusively on this 
procedure and, (2) the inventory observation involved 
the use of several inexperienced auditors. 





“This was substantially all the audit work “‘through’’ 
the computer that Reich, Weiner attempted. The bulk 
of their examination was conducted by auditing 
“around” the computer. 


3In fact, Reich, Weiner, had few written audit pro- 
grams for any aspect of the Generics engagement. 


“The consolidated rates for Generics appeared to be an 
equally alarming 1.3, 1.4 and 1.6 at each respective 
year-end. 


5As a matter of policy, many pharmaceutical manu- 
facturers will grant credits or exchanges for such 
drugs. Serious problems could exist, however, where 
the amounts involved were of a magnitude far in 
excess of ordinary business volumes. 


®Statement of Auditing Standards No. 1, 
150.02. (American Institute of 
Accountants; 1973) 


Section 
Certified Public 
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The responsibility for the actual count, of course, 
rested with the client, but Reich, Weiner was aware 
that the client’s own procedures were poorly docu- 
mented and heavily dependent on data processing 
controls. At the time, none of the Reich, Weiner 
staff on the engagement had sufficient data proces- 
sing expertise to properly evaluate those controls. 
Further, the client's count procedures were known 
to the auditors well in advance of the actual counting 
process, yet went unchallenged. 


While it has traditionally been acknowledged that an 
ordinary audit is not specifically designed for the 
purpose of fraud detection, observation of physical 
inventory as a required element of GAAS has a history 
which traces its origins directly to one of the first 
major frauds involving a company subject to the 
federal securities laws.’ As with any audit procedure, 
its usefulness is dependent on the skill and care with 
which it is used in the particular circumstances. In 
the Commission's view Reich, Weiner failed to meet 
the requirements of generally accepted auditing 
standards in the application of its auditing procedures 
with respect to the Wolins inventory. Accordingly, it 
has determined to impose the remedial sanctions 
described below. 


In connection with its offer of settlement, Reich, 
Weiner has undertaken to participate, in each of the 
three calendar years beginning 1977, in the AICPA’s 
voluntary quality control review program for firms with 
general audit practices and to provide the Commission 
with copies of the reports of the reviewers. In ad- 
dition, Reich, Weiner has represented that: 


(1) Since learning of the problems related to the 
Generics financial statements, Reich, Weiner has 
conducted an internal review of policies and pro- 
cedures related to its audit practice and has taken 
action to implement certain improvements. 


(2) Since April, 1976 Reich, Weiner has voluntarily 
suspended efforts to obtain any new professional 
engagements involving practice before the Com- 
mission and has accepted no such engagements 
except where substantial contact with the client had 
been made prior to that date. 


The Commission believes that these steps and the 
review procedures contemplated by Reich, Weiner’s 
undertaking will provide the Commission and the in- 
vesting public with adequate assurance that the 
accounting practice of Reich, Weiner in connection 
with pubiiciy heid clienis will be maintai 
appropriate professional level. Accordingly, 


al ion = 
G at an 


IT IS ORDERED that proceedings pursuant to Rule 
2(e) of the Commission’s Rules of Practice be, and 
hereby are, instituted against Reich, Weiner & Co. 
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IT IS FURTHER ORDERED that, pursuant to the offer 
of settlement, Reich, Weiner is: 


A. Censured by the Commission. 


B. Required to comply with its undertaking to par- 
ticipate in the AICPA’s program of voluntary quality 
control review for firms with general audit practices 
during each of the three calendar years beginning 
1977. The report of each review team covering the 
results of these reviews will be provided to the Chief 
Accountant of the Commission. Reich, Weiner will 
use its best efforts to assure that the second such 
review includes a review of the measures taken to 
correct deficiencies noted, if any, during the course 
of the initial review. 


The reports of the review teams and any of such 
materials which are delivered to the Commission shall 
become part of and shall be retained in the Com- 
mission's investigative files. Nothing herein shall in any 
way alter or amend the powers or jurisdiction of the 
Commission. 


C. Required to continue its suspension of efforts to 
obtain and its refusal of, new professional engage- 
ments which would involve practicing before the Com- 
mission until March 15, 1977 unless its acceptance 
by Reich, Weiner is approved in the particular cir- 
cumstances by the Chief Accountant of the Com- 
mission. 


IT IS FURTHER ORDERED, that in the event of: 


1. the dissolution of the partnership of Reich, Weiner 
GOs: OF 


2. the merger of Reich, Weiner & Co. with another 
practitioner or organization engaged in the practice 
of public accounting; or 


3. any partner of Reich, Weiner & Co. while remaining 
a partner of Reich, Weiner & Co. becoming either 
engaged individually in the public practice of account- 
ing or becoming associated as a partner or share- 
holder of an organization engaged in the practice of 
public accounting; 


prior to the conclusion of the undertaking described 
in paragraph B above, any successor or resulting 
practitioner(s) or organization(s) shall, prior to 
practicing before the Commission, be required to 
establish, to the satisfaction of the Chief Accountant, 
whose decision shall be rendered within a reasonable 





’See Accounting Series Release No. 19 December 5, 
1940 ‘‘In the Matter of McKesson & Robbins, Inc.’’ 





time under the circumstances, that their internal 
procedures are maintained in accordance’ with 
generally accepted auditing standards. 


IT IS FURTHER ORDERED that the Commission shall 
retain jurisdiction of this matter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13303/February 25, 1977 


In the Matter of 


STOCK CLEARING CORPORATION OF 
PHILADELPHIA 

17th Street and Stock Exchange Place 

Philadelphia, Pennsylvania 19103 


(File No. SR-SCCP-76-4) 


ORDER APPROVING PROPOSED RULE CHANGE 
SUBMITTED BY THE STOCK CLEARING CORPORA- 
TION OF PHILADELPHIA 


On December 20, 1976, the Stock Clearing Corpora- 
tion of Philadelphia (‘“SCCP’’) submitted a proposed 
rule change, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’) and Rule 
19b-4 thereunder, extending the time during which 
SCCP will guarantee the delivery of securities in 
connection with tender offers. 


In accordance with Section 19(b) of the Act and 
Rule 19b-4 thereunder, notice of the proposed rule 
change was published in the Federa/ Register (42 
F.R. 3043, January 14, 1977), and the public was 
invited to submit comments. Notice of the filing and 
an invitation for comments also appears in Securities 
Exchange Act Release No. 13144, January 10, 1977. 
No letters of comment were received. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
registered clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change contained in File No. SR-SCCP- 
76-4 be, and hereby is, approved. 


For the Commission by the Division of Market 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13304/February 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE INCORPOR- 
ATED 

File No. SR-PSE-77-5 


The Pacific Stock Exchange Incorporated (’’PSE”) 
submitted on February 24, 1977 a proposed rule 
change under Rule 19b-4 to establish a class of 
members as alternate specialists who, with respect 
to certain issues designated by the Board of 
Governors, would assist the primary specialist in 
maintaining a fair and orderly market. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
28, 1977. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-77-5. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13305/February 28, 1977 


In the Matter of 


ROSS PASCALL 

380 Mountain Road 
Suite 2009 

Union City, New Jersey 


JOSEPH CORVINO 
380 Broad Street 
Newark, New Jersey 


HAROLD WEINBERG 
44 Park Terrace 
West Orange, New Jersey 


LOUIS LEVINE 
693 Kent Avenue 
Teaneck, New Jersey 


ORDER IMPOSING REMEDIAL SANCTIONS 
In this broker-dealer proceeding under the Securities 


Exchange Act of 1934 (‘Exchange Act’’)* Ross Pascall 
(‘‘Pascall’’), Joseph Corvino (‘’Corvino’’), Harold 


Weinberg (‘’Weinberg’’) and Louis. Levine (‘‘Levine’’) 
have submitted offers of settlement, without admitting 


or denying the allegations contained in the Order for 
Proceedings, which the Commission has determined 
to accept. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that Corvino, 
Weinberg and Levine: 


(1) wilfully violated and wilfully aided and abetted 
violations of Section 17(a) of the Securities Act of 
1933 (’’Securities Act’) and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder as alleged 
in the Order for Proceedings; and 


(2) were permanently enjoined by the United States 
District Court for the Southern District of New York 
on August 20, 1975 from violating Section 17(a) of 
the Securities Act, Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


It is further found that Pascall: 


(1) wilfully violated and wilfully aided and abetted 
violations of Section 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rules 10b-5 
and 10b-6 thereunder as alleged in the Order for 
proceedings: 


(2) failed reasonably to supervise, with a view to 
preventing the violations alleged in the Order for 
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proceedings, persons who were subject to his 
supervision and who committed such violations; and 


(3) was permanently enjoined by the United States 
District Court for the Southern District of New York 
on August 20, 1975 from violating Section 17(a) of 
the Securities Act, Section 10(b) of the Exchange Act 
and Rules 10b-5 and 10b-6 thereunder. 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the offers of 
settlement. 


Accordingly, IT |S ORDERED that: 


(1) Ross Pascall be and is hereby, barred from 
association with any broker, dealer or investment 
company provided that after two years he may apply 
to become reassociated in a non-supervisory capacity 
upon a showing that he will be adequately supervised; 


(2) Joseph Corvino be, and is hereby, suspended 
from association with any broker, dealer or investment 
company for a period of nine (9) months; 


(3) Harold Weinberg be, and is hereby, suspended 
from association with any broker, dealer or investment 
company for a period of nine (9) months; 


(4) Louis Levine be, and is hereby, (a) suspended 
from association with any broker, dealer or investment 
company for a period of three (3) months; and (b) 
barred from association with any broker, dealer or 
investment company in a supervisory capacity except 
that after a period of one year from the date of the 
order imposing such sanction, he may apply to be- 
come reassociated in such capacity upon a showing 
of retraining. 


The Order is to take effect at the opening of business 
on the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





*/In the Matter of Ross Pascall, et al., 
November 11, 1976. 


instituted 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13306/February 28, 1977 


Admin. Proc. File No. 3-4969 


In the Matter of 














WINDSOR PLANNING CORP. 
55 Windsor Drive 
Pine Brook, New Jersey 07058 


DOMINICK STABILE 
55 Windsor Drive 
Pine Brook, New Jersey 07058 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Secur- 
ities Exchange Act of 1934 (‘Exchange Act’’),' 
Respondents Windsor Planning Corp. (‘’Registrant’’), 
a registered broker-dealer, and Dominick Stabile 
(‘“Stabile’’), Registrant's president, secretary, 
treasurer, and sole shareholder, have submitted offers 
of settlement, without admitting or denying the sub- 
stantive allegations in the order for proceedings, 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the 
offers of settlement, it is found that Registrant wil- 
fully violated, and Stabile wilfully aided and abetted 
the violation of, Section 17(a) of the Exchange Act 
and Rule 17a-5 thereunder. 


It is therefore in the public interest to impose the 
sanctions specified in the offers of settlement. 


Accordingly, IT IS ORDERED that, effective at the 
opening of business on the second Monday after 
the date of this Order: 


(1) the broker-dealer registration of Windsor 
Planning Corp. be, and it hereby is, revoked; and 


(2) Dominick Stabile be, and he hereby is, barred 
from association with any broker, dealer, invest- 
ment company, investment adviser, or municipal 
securities dealer, provided that, after a period of 
thirty-six months from the effective date of this 
Order, Stabile may apply to the Commission to 
become associated with any broker, dealer, invest- 
ment company, investment adviser, Or municipal 
securities dealer. 


In connection with any application he may make to 
become associated with any broker, dealer, invest- 
ment company, investment adviser, or municipal 
securities dealer, Stabile shall submit an affidavit 
affirming that he has complied with the terms of 
the Commission’s sanction. 





‘in the Matter of Windsor Planning Corp., et al., 
instituted on March 16, 1976. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13307/February 28, 1977 


Admin. Proc. File No. 3-5050 
In the Matter of 


STIFEL, NICOLAUS & COMPANY, 
INCORPORATED 

500 North Broadway 

St. Louis, Mo. 63102 


FREDERIC C. BOYCE 
500 North Broadway 
St. Louis, Mo. 63102 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Secur- 
ities Exchange Act,* Stifel, Nicolaus & Company, 
Incorporated (the Registrant) and Frederic C. Boyce 
have submitted offers of settlement, without admitting 
or denying the allegations in the order for proceed- 
ings, which the Commission has determined to 
accept. 


On the basis of the order for proceedings and its 
offer of settlement, it is found that the Registrant 
wilfully violated and wilfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act of 1933 
and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder and that the Registrant failed 
reasonably to supervise, with a view to preventing 
said violations, persons who were subject to its 
supervision and who committed said violations, all as 
alleged in the order for proceedings, and that it is in 
the public interest to impose the sanctions specified 
in the Registrant's offer of settlement. 


On the basis of the order for proceedings and his 
offer of settlement, it is found that Frederic C. Boyce 
failed reasonably to supervise, as alleged in Paragraph 
IIE of the order for proceedings, with a view to 
preventing the violations set forth in Paragraph D 





*Instituted July 14, 1976. 
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of Section || of said order, and that it is in the public 
interst to impose the sanctions specified in his offer 
of settlement. ! 


Accordingly, IT |S ORDERED that: 


1. The Registrant be, and hereby is censured; on the 
second Monday following the Commission's Final 
Order in this matter, the Registrant shall make pay- 
ment of $15,000 to the customer injured by the 
Registrant's acts; and the Registrant will, with a view 
to preventing similar violations in the future, revise 
and amend its compliance procedures in a manner to 
be agreed upon by the Registrant and the staff of the 
Commission's Chicago Regional Office. 


2. Frederic C. Boyce be, and he hereby is, sus- 
pended from association with any broker or dealer, 
investment adviser, or investment company for ten 
business days, effective at the opening of business on 
the second Monday after the date of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





'The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13308/February 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL SECURITIES CLEARING 
CORPORATION (File No. SR-NSCC-77-1) 


The National Securities Clearing Corporation 
(““NSCC’’) submitted on February 22, 1977, a pro- 
posed rule change, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), to clear 
through the Stock Clearing Corporation division of 
NSCC debt securities listed on the American Stock 
Exchange, Inc. (‘’Amex’’) and currently cleared 
through the American Stock Exchange Clearing 
Corporation division of NSCC. The purpose of the 
proposed rule change is to permit inclusion of Amex 
debt securities in NSCC’s interfaces with Midwest 
Clearing Corporation, Pacific Clearing Corporation and 
Stock Clearing Corporation of Philadelphia. NSCC has 
requested that the Commission, pursuant to Section 
19(b)(2) of the Act, find good cause for approving 
the proposed rule change prior to the thirtieth day 
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after the date of publication of the notice of the 
filing thereof. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
28, 1977. |Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federa/ Register. Persons desiring to 
make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NSCC-77-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13309/February 28, 1977 


QUARTERLY REPORTING REQUIREMENTS FOR 
LIFE INSURANCE COMPANIES 


Proposal to Correct Errors in Published Amendments 
BACKGROUND 


On September 20, 1976 the Commission issued 
Accounting Series Release No. 197 [41 FR 42645] 
adopting amendments of rules to require increased 
disclosure of interim financial data by life insurance 
companies and related holding companies. 


Subsequent to publication of the release three errors 
were noted in the text of the amendments adopted. 
This release proposes to correct those errors. In 
addition, a technical amendment relating to foreign 
private issuers which file Form 6-K [8§249.306] rather 
than Form 10-O [8249.308a] is proposed. 


The first proposed correction is in Regulation S-X, 
Rule 3-16(t) [17 CFR 210.3-16] in which the reference 
in paragraph (1)(i)(C)(v/(a) to subsection (d) should be 








changed to subsection (/v). 


The other changes relate to the exemptions from the 
requirements to file quarterly reports on Form 10-Q in 
Rules 13a-13 and 15d-13 under the Securities Ex- 
change Act of 1934 [17 CFR 240.13a-13 and 240. 
15d-13]. The Commission’s intention when issuing 
ASR 197 was to require ‘‘actively traded”’ life insur- 
ance companies and related holding companies to begin 
filing Form 10-Q in 1977 and other life insurers in 
1978 (with a reconsideration of these less actively 
traded companies by September 30, 1977). Actively 
traded for these purposes was to include those 
“listed” life insurance companies (with securities 
registered under Section 12(b) of the Securities 
Exchange Act of 1934) and those companies whose 
shares are traded over-the-counter which meet the 
specific criteria of Rule 3-16(t) [17 CFR 210.13-16]. 
An error was made in drafting the exemptive language 
of Rules 13a-13 and 15d-13 [17 CFR 240.13a-13 and 
15d-13]. As presently written these rules could be 
interpreted to not require the filing of Form 10-O by 
life insurance companies and holding companies 
having only life insurance subsidiaries which are listed 
on a national exchange (i.e., Section 12(b) securities). 
This interpretation was not the Commission’s intent; 
however, because a change to these rules technically 
changes the reporting responsibilities of the ‘‘listed’’ 
life insurers, this proposal for comments has been 
issued. 


Because the impact of these corrections is limited to 
only a few companies, and because the Commission’s 
intent to require life insurance companies and their 
related holding companies whose securities are 
registered under Section 12(b) of the Securities 
Exchange Act of 1934 (i.e., listed on a_ national 
exchange) to file Form 10-Q’s beginning in 1977 
was previously expressed in ASR 197, the Commis- 
sion does not propose to change the effective date of 
the requirements of Rules 13a-13 and 15d-13 [17 CFR 
240.13a-13 and 15d-13]. As previously published the 
requirements of these rules regarding life insurance 
companies and related holding companies are effective 
for reports filed for quarterly periods in fiscal years 
beginning after December 25, 1976. 


Technical Amendment 


The impact of the disclosure requirements of Rule 
3-16(t) [17 CFR 210.3-16] on certain foreign private 
issuers was unforeseen at the time of its adoption. 


Rule 15d-13 [17 CFR 240.15d-13] provides for an 
exemption from Form 10-Q reporting for registrants 
subject to the reporting requirements of Form 6-K. 
Rule 15d-16 [17 CFR 240.15d-16] governs the 
applicability of Form 6-K and requires reporting 
thereon by ‘‘every foreign private issuer,’’ with several 


enumerated exceptions. Form 6-K calls for reporting 
to the Commission on a current basis of certain 
information, including interim financial information, 
which has been made public pursuant to foreign law, 
filed with a foreign stock exchange, or distributed to 
the security holders. Thus, foreign registrants, with a 
few limited exceptions, are not required to report 
interim financial information on Form 10-Q, nor on 
Form 6-K unless the information has otherwise been 
compiled and made available to the specified parties. 


The Commission believes that foreign private issuers 
should not be required to provide data pursuant to 
Rule 3-16(t) [17 CFR 210.3-16] that they do not 
otherwise provide. An amendment to the rule by 
addition of new paragraph (t)(6), is therefore proposed 
to exempt foreign registrants from the application of 
that rule, except to the extent that the information 
called for in the rule has been furnished the Com- 
mission. Thus amended, the rule will require disclosure 
in the annual reports of foreign registrants of interim 
financial information required to be reported to the 
Commission on Form 6-K. The content of the dis- 
closures will conform to the extent practicable with 
the existing requirements of paragraph (1) through (4) 
of Rule 3-16(t). 


PROPOSED AMENDMENTS 
Commission Action: 


The Commission hereby proposes to amend 
§210.3-16 and 8240.13a-13 and 15d-13, Title 17, 
chapter ||, Code of Federal Regulations as given 
below. 


1. In Part 210 (Regulation S-X), 8210.3-16 is proposed 
to be amended by changing the reference to (d) in 
paragraph (t)(1)(i)(C)(Wla) to (/v) and adding a new 
paragraph (t)(6) as follows: 


* * * . * 


(6) Paragraph (t)(1) through (t)(4) of this section 
shall not apply to a foreign private issuer not re- 
quired to report quarterly financial information on 
Form 10-Q [8249.308a of this chapter] provided, 
however, that a foreign registrant which reports or is 
required to report interim financial information on 
Form 6-K [8249.306 of this chapter] shall disclose 
such data in the manner provided in paragraph 
(t)(1) through (t)(4) with respect to the financial 
information reported on Form 6-K. 


2. In Part 240, §240.13a-13 and 8240.15d-13 would be 
amended by revising paragraph (b)(3) thereof to read 
as follows: 


Life insurance companies and holding companies 
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having only life insurance subsidiaries for quarters 
in fiscal years ending on or before December 25, 
1978, if they do not meet the tests specified in 
paragraph (t)(1)(i) of 8210.3-16; or 


* . * * * 


If adopted these amendments would be effective 
when issued. 


These amendments would be adopted pursuant to 
authority in Sections 12, 13, 15(d) and 23(a) [15 
U.S.C. 78/, 780(d) and 78w] of the Securities Ex- 
change Act of 1934. Pursuant to Section 23(a)(2) 
of the Exchange Act, the Commission has considered 
the effect that the proposed amendments would have 
on competition and is not aware, at this time, of 
any burden that such amendments, if adopted, would 
impose on competition not necessary or appropriate 
in furtherance of the purposes of that Act. However, 
the Commission specifically invites comment as to 
the anticompetitive effects, if any, the proposals 
likely would engender. 


All interested persons are invited to submit their 
views or comments on these proposed amendments 
to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549, on 
or before April 15, 1977. Such communications should 
refer to File No. S7-679 and will be available for 
public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13310/ February 28, 1977 


Extension of Temporary Rule for Submission of Price 
Quotations to Inter-Dealer Quotation System 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of temporary rule. 


SUMMARY: The Commission has extended the 
expiration date of paragraph (f)(4)(T) of Section 240. 
15c2-11 which presently requires market-makers to 
obtain certain basic information on the issuers of 
securities in which they submit price quotations. 
Paragraph (f)(4)(T) extends the exemptive provisions 
of Section 240.15c2-11 to broker-dealers who submit 
quotations to inter-dealer quotation systems on the 
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basis of previous price quotations appearing in a 
system published weekly. 


DATES: The expiration date of paragraph (f)(4)(T) 
of Section 240.15c2-11 has been extended to April 
30, 1977. 


ADDRESSES: All communications on this matter 
should be directed in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Comments should refer to File No. 
$7-641 and will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Richard 
Smith, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549 
(202-755-7918). 


SUPPLEMENTARY INFORMATION: The Securities 
Exchange Commission (the “‘Commission”’) 
announced today the extension of temporary para- 
graph (f)(4)(T) of Section 240.15c2 11' to April 
30, 1977 pursuant to the Securities Exchange Act 
of 1934 (the ‘‘Act’’)? particularly Sections 2, 3, 
11A, 15 and 23 thereof.2 Paragraph (f)(4)(T) of 
Section 240.15c2-11 was temporarily adopted on 
July 15, 1976* and its expiration date was extended 
to February 28, 1977 by the Commission on November 
15, 1976.° Temporary paragraph (f)(4)(T) of Section 
240.15c2-11 exempts from the provisions of that 
Section certain publications and submissions of 
quotations® respecting securities traded over-the- 
counter which have been the subject, at least once 
each fifth business day, of both bid and ask quota- 
tions at specified prices reported to, and published 
by, an inter-dealer quotation system. 





"17 CFR 240.15c2-11(f)(4). 


715 U.S.C. 78a et seq., as amended by Pub. L. 
94-29 (June 4, 1975). 


315 U.S.C. 78(b), (c), (k-1), (o) and (w). 


“Exchange Act Release No. 34-12630 (July 15, 1976), 


41 FR 30008 (July 21, 
1114 (July 28, 1976). 


1976), 9 SEC DOCKET 


®Exchange Act Release No. 3412969 (November 
15, 1976), 41 FR 50646 (November 17, 1976), 10 
SEC DOCKET 953 (November 30, 1976). 


SA quotation is defined in Section 240.15c2-11 for the 
purposes of that Rule as “any bid or offer at a 
specified price with respect to a security.” 








The staff of the Commission has engaged in ex- 
tensive discussions with those persons directly 
affected by Section 240.15c2-11 and has determined 
that a considerable number of questions remain as to 
the ultimate course, if any, which the Commission 
should take in revising that Section. Until such time 
as those questions are resolved, the Commission 
believes it is consistent with the public interest and 
the protection of investors to extend the expira- 


tion date of temporary paragraph (f)(4)(T) of Section 
240.15c2-11 to April 30, 1977. 


The text of the temporary rule, as amended, is as 
follows: 8240.15c2-11 Initiation or resumption of 
quotations without specific information. 


* . * 


(f) The provisions of this section shall not apply to: 


(4)(T) The publication of submission of a quota- 
tion respecting a security which, at least once each 
fifth business day, has been the subject of both bid 
and ask quotations at specified prices reported to, and 
oublished by, an inter-dealer quotation system 


(i) which has reported to the broker or dealer who 
wishes to submit such a quotation that records of the 
system reflect that at least one registered broker or 
dealer has made, or 


(ii) to which a registered broker or dealer who 
wishes to submit such a quotation has reported or 
represented that he had made both bid and ask 
quotations at specified prices on each of at least 
12 business days within the previous 30 calendar 
days, with no more than 4 business days in 
succession without a reflection of the existence of 
such a two-way quotation. This temporary sub- 
section shall expire on April 30, 1977. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13311/March 1, 1977 


The Securities and Exchange Commission has issued 
orders granting the applications of the following 
stock exchanges for unlisted trading privileges in the 
common stock and other specified securities of the 
following companies: 


Midwest Stock Exchange, Inc. Honda Motor Co., 
Ltd. (American Depositary Receipts) 


Philadelphia Stock Exchange, Inc. Pitney-Bowes, Inc; 
Honda Motor Co. Ltd. (American Depositary Receipts) 


Boston Stock Exchange, Inc. - Bell Canada; Honda 
Motor Co., Ltd. (American Depositary Receipts) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13312/March 1, 1977 


The Securities and Exchange Commission has issued 
orders pursuant to the Securities Exchange Act of 
1934 granting the application of the following com- 
panies to list the specified securities on the following 
stock exchanges: 


American Stock Exchange, Inc. - Executive Industries 
Inc., common stock, $1.25 par value (effective as of 
February 7, 1977). 


Pacific Stock Exchange, Inc. - Executive Industries 


Inc., common stock, $1.25 par value (effective as of 
February 7, 1977). 


New York Stock Exchange, Inc. - The Standard Oil 
Co., 6-1/8% notes, due December 1, 1979, 6-2% 
notes, due Deceriber 1, 1981 and 7-%% notes, due 
December 1, 1986 (effective as of February 4, 
1977); Houston Natural Gas Corp., 8.20% debentures, 
due December 15, 2001; Universal Foods Corp., 
common stock, par value $1.00; Avco Financial 
Services Inc., 8.20% senior notes, due December 1, 
1986 and 8-7/8 % senior subordinated debentures, 
due December 1, 1991 (effective as of February 7, 
1977); Transamerica Corp., 8-5/8% sinking fund 
debentures, due December 15, 2001 (effective as of 
February 9, 1977); Copperweld Corp., 7-7/8% deben- 
tures, due 2001; Harris Corp., 7-%% sinking fund 
debentures, due 2001 (both effective as of February 
11, 1977); Pennzoil Co., 8-% % debentures, Series due 
December 31, 2001; National Steel Corp., 8-3/8% 
first mortgage bonds, Series due 2006; applied Digital 
Data Systems, Inc., common stock, $.01 par value; 
Trailmobile Finance Co., 8-%% debentures, due 1996; 
Miles Laboratories Inc., 8.70% debentures, due 1996; 
and General Motors Acceptance Corp., 8% deben- 
tures, due January 15, 2002 and 7.35% notes, due 
January 15, 1987 (all effective as of February 14, 
1977). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13313/ March 1, 1977 


Administrative Proceeding File No. 3-5130 
In the Matter of 


VISUAL ART INDUSTRIES, INC. 
(81-235) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the Application of Visual Art 
Industries, Inc. (the ‘‘Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 (the 
"1934 Act’’) for an exemption from the requirements 
of Sections 13 and 15(d) of the 1934 Act. As a 
result of a cash tender offer, C&S Associates, Inc. 
has acquired over ninety-three percent of the 
Applicant's common shares and the number of the 
Applicant's shareholders is now approximately one 
hundred and fifty. The Applicant will file reports on 
Form 8-K with the Commission through the end of 
its current fiscal year to report any event which 
would materially affect the rights of holders of its 
common stock and debentures. It therefore appears to 
the Commission that the requested exemption is not 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13314/ March 1, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 ("Exchange Act’’) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 9:45 a.m. (EST) 
on March 1, 1977 and terminating at midnight 
(EST) on March 10, 1977 of the securities of Western 
Geothermal & Power Corp. (“WGP”), a Montana 
corporation with principal executive offices located in 
Phoenix, Arizona. 


The Commission ordered the trading suspension based 
on the fact that certificates for shares of WGP 
stock appear to have been issued and distributed 
without proper authorization and may be null and 


void. In addition, it appears that certificates for 
restricted shares have been issued without an ap- 
propriate legend. 
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The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has 
any questions as to whéther or not he has complied 
with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13315/ March 1, 1977 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washinton, D.C. 20036 


(SR-MSRB-77-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 18, 1977, the Municipal Securities Rule- 
making Board (““MSRB”) filed with the Commission, 
pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘Act’’), as amended by the 
Securities Acts Amendments of 1975, and Rule 
19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change would revise the reference 
date to fidelity bonding rules of the National Associa- 
tion of Securities Dealers, Inc. and the Commission in 
order to incorporate recent changes in Rule 15b10-11 
of the Commission. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 13191 (January 











19, 1977 (and by publication in 
Register (42 FR 5167 (January 27, 1977()). 


the Federal 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
Municipal Securities Rulemaking Board, and_ in 
particular, the requirements of Section 15B and the 
rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13316/March 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE CHICAGO BOARD OPTIONS EXCHANGE, 
INC. 

File No. SR-CBOE-77-2 


The Chicago Board Options Exchange, Inc. submitted 
on February 15, 1977 a proposed rule change under 
Rule 19b-4 to revise its badge fees for non-members 
and its trade match fees. 


The foregoing rule change has become effective, 
pursuant to section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rule change if it appears to the Commission that 
such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities Ex- 
change Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
7, 1977. \Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CBOE-77-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13317/March 1, 1977 





NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE INCORPO— 
RATED 

FILE NO. SR-PSE-77-6 


The Pacific Stock Exchange Incorporated (’’PSE’’) 
submitted on February 24, 1977 a proposed rule 
change under Rule 19b-4 to revise capital require- 
ments so that a competing specialist would have to 
maintain the greater of (1) $10,000 in cash or 
marketable securities for each security in which the 
member is so registered up to $100,000 or (2) 
an amount equal to 25% of the aggregate long and 
short market value of all securities with respect to 
which the competing specialist is registered. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
28, 1977. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission with- 
in twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof 
with the Secretary of the Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-6. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory orgenization. 


For the Commission by the Division of Market Regula- 
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tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13318/March 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL SECURITIES CLEARING 
CORPORATION 

(File No. SR-NSCC-77-2) 


On February 22, 1977, the National Securities Clearing 
Corporation (’"NSCC’’) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934, 
proposed changes to the rules of the Stock Clearing 
Corporation (““SCC’’) division of NSCC which would 
expand the class of persons who may become 
Special Representatives to include any registered 
clearing agency and any member of the SCC division 
of NSCC. In addition, the proposed rule change 
specifies those circumstances under which a Special 
Representative may submit transaction data for a 
member and a person other than a member 
(7.e., a non-participant). 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 
7, 1977. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federa/ Register. Persons desiring to 
make written submissions should file six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NSCC-77-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be availa- 
ble at the principal office of the abovementioned self- 
regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13319/ March 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE 
File No. SR-NYSE-77-6 


The New York Stock Exchange (‘NYSE’) submitted 
on February 24, 1977 a proposed rule change under 
Rule 19b-4 to set forth (1) the procedures and 
criteria by which the NYSE will review the applica- 
tion of a specialist unit to register and act as a 
specialist in stocks which are also assigned to another 
specialist unit or units, (2) the procedures by which 
the NYSE will monitor the dealings of competing 
specialists during the first six months of competition 
and (3) the conditions under which a specialist may 
withdraw from competition in one or more specialty 
stocks, which conditions may include a six-month bar 
from re-registration with respect to those specialty 
stocks. 


Publication of the submission is expected to be made 
in the Federa/ Register during the week of March 7, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be_ disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission with- 
in 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NYSE-77-6. 


Copies of the submission and of all written 
comments will be available for inspection at the 
Securities and Exchange Commission’s Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13320/March 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 





BY THE PACIFIC STOCK EXCHANGE, INC. 
File No. SR-PSE-77-7 


The Pacific Stock Exchange, Inc. submitted on 
February 24, 1977 a proposed rule change under 
Rule 19b-4 to prohibit member organizations from 
entering into any agreements, arrangements or under- 
standings whereby two or more member organizations 
are to handle floor brokerage for each other. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 7, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change 
or institute proceedings to determine whether the 
proposed rule change should be_ disapproved, 
interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-77-7. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13321/March 2, 1977 


The Securities and Exchange Commission has issued 
orders pursuant to the Securities Exchange Act of 
1934 granting the applications of the following 
companies to list the specified securities on the 
following stock exchanges: 


American Stock Exchange, Inc. - Consolidated Oil 
& Gas, Inc., 9-%% sinking fund debentures, Series 
D, due 1992 (effective as of February 4, 1977); 
Virco Mfg. Corp., capital stock, $1.00 par value 
(effective as of February 18, 1977); Pertec Computer 
Corp., common stock, $.10 par value (effective 
as of January 24, 1977). 


New York Stock Exchange, Inc. - Harrah's, 9-’%2% 
first mortgage bonds, Series A, due November 1, 
1996 (effective as of January 21, 1977); European Coal 
and Steel Community, 8-1/8% notes, due November 
15, 1984, and 8-7/8% bonds, due November 15, 
1996 (effective as of February 4, 1977); Honda Motor 
Co., Ltd., American Depositary shares representing 
common stock par value 50 Yen shares (effective as 
of February 7, 1977); Applied Digital Data System, 
Inc., $1.00 cumulative convertible preferred stock, 
$1 par value (effective as of February 14, 1977); 
Inland Steel Co., 7.90% first mortgage bonds, Series 
K, due January 15, 2007; Clark Equipment Credit 
Corp., 8% notes, due 1987; Public Service Company 
of Indiana, Inc., 7-5/8% first mortgage bonds, Series 
Y, due January 1, 2007 (all effective as of 
February 22, 1977); and Columbia Pictures Industries, 
Inc., 11-%% subordinated debentures, due May 1, 
1990 (effective as of February 23, 1977). 


Pacific Stock Exchange, Inc. - Harrah's, 9-2% 
first mortgage bonds, Series A, due November 1, 
1996 (effective as of January 21, 1977). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13322/March 2, 1977 


SEE 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13323/ March 2, 1977 


SEE 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13324/March 2, 1977 


In the Matter of 
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MIDWEST CLEARING CORPORATION AND THE 
MIDWEST SECURITIES TRUST COMPANY 

120 South LaSalle Street 

Chicago, Illinois 60603 


(File Nos. SR-MCC-76-4 and SR-MSTC-76-13) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST CLEARING CORPORATION AND 
THE MIDWEST SECURITIES TRUST COMPANY 
RELATING TO COLLATERALIZING OPTIONS 


On December 22, 1976, the Midwest Clearing 
Corporation (‘‘MCC’’) and the Midwest Securities 
Trust Company (‘’MSTC”) submitted, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 
1934 (the ‘‘Act’’), a proposed rule change which 
would establish, and set fees for, a service that 
allows institutional participants to collateralize short 
option positions via book-entry pledge. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (42 F.R. 3383, 
January 18, 1977), and the public was invited to 
comment thereon. Notice of the filing and an 
invitation for comments also appeared in Securities 
Exchange Act Release No. 34-13152, January 11, 
1977. No letters of comment were received. 


In Connection with its review of the submissions, the 
Commission requested representations from MCC and 
MSTC regarding the operation of the options 
collateralizing service. The representations were made 
in a letter dated February 25, 1977, which was 
incorporated in the MCC and MSTC submissions and 
included in the public files. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File Nos. SR-MCC-76-4 and SR-MSTC- 
76-13 be, and hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13325/March 3, 1977 


ANNOUNCEMENT OF OPPORTUNITY TO APPEAR 
BEFORE THE COMMISSION TO DISCUSS THE 
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PRACTICE OF ALLOWING OPTIONS OF THE SAME 
CLASS AND EXPIRATION DATE TO BE TRADED ON 
MORE THAN ONE EXCHANGE 


Pursuant to a request of the Philadelphia Stock 
Exchange, Inc. (““PHLX‘’)*, the Securities and Ex- 
change Commission announced today that on March 
17, 1977 interested persons, including representatives 
of national securities exchanges, may appear before 
the Commission to present their views concerning 
the practice of allowing options of the same class 
and expiration date to be traded on more than one ex- 
change (‘dual trading’), and whether such dual 
trading of options is in the public interest at this time. 
This meeting of the Commission will be open to the 
public pursuant to the Government in the Sunshine 
Act, 5 U.S.C. 552b (Sunshine Act’’), and will be 
held at 2:00 p.m. in Room 776 at Commission head- 
quarters, 500 North Capitol Street, Washington, 
DiC: 


No rulemaking proposal by the PHLX or by the 
Commission itself is contemplated at this time. Never- 
theless, the Commission invites all interested persons 
to file written submissions and to appear before the 
Commission to present their views on the existing 
Commission policy permitting dual trading of options. 
Persons desiring to appear before the Commission 
should so inform the Secretary of the Commission 
in writing, and should file six copies of their intended 
statements to the Commission with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D.C. 
20549, at least two days prior to the appearance 
date cited above. Persons who do «not desire to 
appear before the Commission, but who desire to 
make their views known on the subject of dual 
trading of options, may file six copies of a written 
submission with the Secretary of the Commission 
by the appearance date cited above. 


Persons seeking additional information concerning this 
meeting of the Commission should contact Sheldon 


Rappaport, Associate Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. (202) 755-1156. Refer to File No. 
S7-681. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





*Letter dated February 23, 1977, from J.G. Gordon 
Yocum, Vice President and General Counsel, 
Philadelphia Stock Exchange, Inc., to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission. 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 13326/ March 3, 1977 


PROGRAM FOR ALLOCATION OF REGULATORY 
RESPONSIBILITIES PURSUANT TO RULE 17d-2 


Notice of Filing of AMEX/NYSE Plan 
(File No. 4-188) 


The American Stock Exchange, Inc. (the ‘“AMEX’’) 
and the New York Stock Exchange, Inc. (the 
“NYSE") filed with the Commission a plan for alloca- 
tion of regulatory responsibilities pursuant to Rule 
17d-2 (17 CFR 240.17d-2) ("section 240.17d-2’’) on 
January 10, 1977. 


The proposed plan provides that the NYSE will be 
responsible for processing and acting on certain 
applications submitted by dual members. The AMEX 
will, however, continue to be responsible, subject 
to further allocation pursuant to Section 240.17d-2, 
for applications for AMEX floor members or options 
principal members, AMEX associate memberships, 
registered options principals, and notification of 
registered representatives certified as qualified to 
handle accounts involving options transactions. 

In addition, under the proposed plan, the NYSE 
will be responsible for reviewing advertisements, 
market letters, research reports, sales literature, 
radio, television and writing and speaking activities of 
dual members except in relation to AMEX listed 
options. The NYSE will also be responsible for 
taking appropriate action on all inquiries and com- 
plaints involving dual members. 


The NYSE will be responsible for conducting 
examinations for compliance with financial, opera- 
tional and sales supervision by dual members, ex- 
cept in the area of options sales practices as well 
as all special examinations except that both AMEX 
and NYSE reserve the right to participate in any 
special examination. It will be responsible for review 
of and subsequent action on or in respect of 
dual members’ Financial and Operational Combined 
Uniform single (FOCUS) Report and any generally 
applicable financial reporting requirements. It will also 
be responsible for review, approval and retention of 
all partnership agreements, corporate certificates, by- 
laws, subordinated loan agreements and_ related 
agreements and amendments including clearing agree- 
ments. 


Further, the NYSE will be responsible for 
disciplinary investigations and proceedings involving 
dual members except insofar that AMEX may assume 
jurisdiction in investigations relating to a transaction 


on AMEX affecting an AMEX-listed security or any 
other activity having a unique reference to AMEX. 


In order to assist the Commission in determining 
whether to approve this plan and relieve the party not 
designated to the specified responsibilities, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within thirty 
(30) days from the date of the publication of this 
notice in the Federal Register. Persons wishing to 
comment should file six (6) copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. 4-188. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13327/March 3, 1977 


The Commission today sent a letter to the 
Pacific Stock Exchange regarding that Exchange's 
proposal to commence so-called ‘multiple cycle 
trading.”’* The text of the letter is as follows: 


The Commission has made a preliminary review of 
your Exchange’s proposal to commence so-called 
“multiple cycle trading,” /.e., to list options of the 
same classes currently traded on other exchanges but 
having different expiration cycles (File No. SR-PSE- 
76-11). In that connection, the Commission has 
considered experience to date with your Exchange’s 
options trading program as well as the possibility 
of substantial impact on options trading as a whole if 
programs for exchange trading of put options and 





*In addition, the Philadelphia Stock Exchange, which 
has submitted a proposal to commence multiple cycle 
trading (File No. SR-PHLX-76-8) with the proviso that 
it is philosophically opposed to such trading but would 
like its proposal to remain on file with the Commis- 
sion so as to place it in a competitive position to 
implement such trading in the event the Commission 
approves a similar filing by another exchange, has 
been advised of the Commission’s communication 
with the Pacific Stock Exchange. 
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over-the-counter trading of standardized options are 
implemented in the near future. In addition, the 
Commission is aware that the potential effect of 
recent tax legislation on the options market may not 
yet have been fully appreciated and that representa- 
tives of the securities industry have expressed grave 
concern about the potential impact of multiple cycle 
trading on broker-dealers, public customers and The 
Options Clearing Corporation. 


Based on the foregoing, the Commission is of the 
view that multiple cycle trading may not now be con- 
sistent with the requirements of the Securities Ex- 
change Act of 1934 applicable to exchange option 
pilot programs. Nevertheless, since the possible effect 
of multiple cycle training cannot be sufficiently 
analyzed at this time, the Commission would not 
now wish to rule out experiments with multiple 
cycle trading at a future date and under appropriate 
circumstances. Therefore, the Commission would 
prefer to consider your proposal, or some modifica- 
tion thereof, after observation of the effects of the 
developments referred to above. In light of prior 
experience concerning the time necessary to make 
meaningful observations and evaluations of important 
developments in the options sector, the Commission 
does not now anticipate that it would be in a 
position to consider approving any such proposal this 
year. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
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Release No. 19853A/February 28, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13156A/February 28, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19903/February 25, 1977 
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In the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


Selden Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
175 Cumberland Avenue 
Wethersfield, Connecticut 06109 


WESTERN 
COMPANY 
174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


MASSACHUSETTS ELECTRIC 


(70-5981) 


NOTICE OF PROPOSED SALE AND LEVERAGED 
LEASEBACK OF SUBSTATION EQUIPMENT 


NOTICE IS HEREBY GIVEN that The Connecticut 
Light & Power Company ("‘CL&P’’), The Hartford 
Electric Light Company (‘‘HELCO’’) and Western 
Massachusetts Electric Company (‘““WMECO”’), all of 
which are. wholly owned subsidiaries of Northeast 
Utilities, a registered holding company, have filed an 
application-declaration with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(““Act’’) designating Sections Q9(a), 10 and 12(d) 
of the Act as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


CL&P, HELCO and WMECO proposé to sell and lease- 
back approximately $14,200,000 worth of equipment 
(‘Equipment’) to replace and/or supplement like 
equipment in their respective electric utility operations. 
Various elements of such Equipment will be placed 
in service at irregular intervals during 1977 and 1978. 
The proposed transaction is being arranged by Interet 
Corporation pursuant to a proposal dated October 19, 
1976. CL&P, HELCO and WMECO (collectively 
the (‘‘Lessees’’) propose to enter into a Participation 
Agreement with The Connecticut Bank and Trust 
Company, as trustee (‘‘Trustee’’), Ford Motor Credit 
Company (‘'Ford Credit’) and Bankers Life Company 
(“Bankers Life’). The Participation Agreement 
provides that the Lessee on whose system the 
particular item of Equipment is to be installed will 
take delivery of the Equipment from the manufacturer 
and will install and test it. Immediately prior to 
putting the Equipment into service, the Lessee will 
sell the Equipment to the Trustee. The Lessee will 
then be reimbursed, in cash, for all of its estimated 
investment with respect to the Equipment prior to the 





Trustee’s taking of title, including taxes and allowance 
for funds used during construction. The Trustee will 
hold legal title to the Equipment for the benefit of 
Ford Credit and Bankers Life pursuant to a Trust 
Agreement. 


When the Equipment is delivered to and accepted by 
the Trustee (‘Acceptance Date’’), the Trustee will 
simultaneously lease back the Equipment to the 
applicable Lessee pursuant to that Lessee’s Lease 
Agreement. The separate Lease Agreements to be 
entered into by the three Lessees (collectively the 
Leases”) provide for the execution of lease supple- 
ments as the Trustee takes title to and leases back 
additional Equipment throughout 1977 and 1978. Each 
Lessee will assume only those liabilities and obligations 
imposed by the Leases to which it is a party. 
The Trustee will finance its acquisition of the Equip- 
ment through a combination of an investment of 
approximately 25% of the Trustee’s cost by Ford 
Credit and of an issuance of secured notes to 
Bankers Life at an interest rate of 9% per annum in an 
amount equal to approximately 75% of the Trustee’s 
cost. The secured notes will be without recourse 
to the Trustee or Ford Credit and will be collateralized 
by a perfected security interest in the Leases and the 
Equipment. The Lessees will be under an uncondi- 
tional obligation to make semi-annual rental payments 
to the Trustee in amounts sufficient for the Trustee 
to pay off the secured notes. The !ease term for each 
unit of the Equipment will be approximately 22 
years with the Lessee having a right to renew the 
Lease for an additional five year period. The term 
for each unit of the Equipment will begin on the 
Acceptance Date of that unit. If a Lessee does not 
elect to renew a Lease at the end of the base 
term or any renewal term, it is expected that the 
Equipment will either be returned to the Lessor or 
purchased by the Lessee at its fair market value. 
Each Lease will provide that the Lessee will assume 
all costs of operating and maintaining the Equip 
ment, including the payment of property taxes and 
insurance. 


The proposed transaction will allow CL&P, HELCO 
and WMECO to obtain under favorable terms up to 
approximately $14,200,000 of equipment necessary for 
their respective electric utility operations. CL&P, 
HELCO and WMECO state that the net lease 
approach is the most reasonable and least expensive 
method now available to them for the acquisition 
of the Equipment. It is estimated that the annual 
cost to Lessees to purchase the Equipment by 
conventional methods would be approximately 14% 
as opposed to approximately 8% for the rental 
charge. On an annual basis, the resulting savings 
to the Lessees will be at least $735,000. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed 
by amendment. The Connecticut Public Utilities Con- 
trol Authority has jurisdiction over the proposed 
transaction. It is stated that no other state commission 
and no federal commission, otner than this Com- 
mission, has jurisdiction over the proposed transac- 
tion. 


NOTICE 1S FURTHER GIVEN that any interested 
person may, not later than March 21, 1977, request 
in writing that a hearing- be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by 
mail upon the applicants-declarants at the above- 
stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said 
date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 19904/February 28, 1977 

In the Matter of 


THE CONNECTICUT LIGHT & POWER COMPANY 
Berlin, Connecticut 


SEC DOCKET/1889 





THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


WESTERN 
COMPANY 
West Springfield, Massachusetts 


MASSACHUSETTS ELECTRIC 


(70-5929) 


SUPPLEMENTAL ORDER RELEASING  JURIS- 
DICTION OVER SALES OF INTERESTS IN A 
NUCLEAR FIRED GENERATING FACILITY; CON- 
TINUED RESERVATION OF JURISDICTION OVER 
CERTAIN OTHER TRANSACTIONS 


By an order dated December 13, 1976 (HCAR No. 
19805) this Commission authorized The Connecticut 
Light & Power Company (’’CL&P’’) and Western 
Massachusetts Electric Company (““WMECO”), both 
of which are wholly owned subsidiaries of Northeast 
Utilities, a registered holding company, to sell their 
entire interests, as tenants in common with several 
other utilities, in Pilgrim Unit No. 2 (‘Pilgrim 2’’), 
a nuclear fired electric generating facility currently 
under construction in Plymouth, Massachusetts. In 
that order jurisdiction was reserved over the sales by 
CL&P, WMECO and The Hartford Electric Light 
Company (‘‘HELCO’’), another wholly owned sub- 
sidiary of Northeast Utilities, of portions of their 
undivided joint interests in Millstone Unit No. 3 
(“Millstone 3’), a nuclear fired electric generating 
facility presently under construction in Waterford, 
Connecticut. Jurisdiction was also reserved over the 
sale by CL&P of its entire joint ownership interest 
in Seabrook Unit Nos. 1 and 2 (’’Seabrook 1 and 
2"), which are nuclear fired electric generating 
facilities presently under construction in Seabrook, 
New Hampshire. 


CL&@P, HELCO and WMECO own, respectively, 
38.2%, 20.2% and 13.8% undivided joint interests 
in Millstone 3. CL&@P, HELCO and WMECO propose 
to eventually sell interests totaling 3.8%, 2.0% and 
1.4%, respectively, in Millstone 3 to New England 
Power company (‘’NEPCO’’), Massachusetts Munici- 
pal Wholesale Electric company (’“MMWEC”), United 
Illuminating Company (’‘United’’) and Vermont Elec- 
tric Cooperative, Inc. (’’Vermont’’). The record has 
not been completed with respect to the sales to 
NEPCO and United. The record has been completed 
with respect to the sales to MMWEC and Vermont. 
Accordingly, CL@P, HELCO and WMECO propose to 
sell interests in Millstone 3 of .850%, .449% and 
.304%, respectively, to MMWEC and interests of 
.053%, .028% and .019%, respectively, to Vermont. 
The proposed sales will occur on February 28, 
1977, at a price equal to the total costs paid 
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or accrued by CL&@P, HELCO and WMECO as of the 
transfer date, including carrying costs and property 
taxes. It is estimated that the consideration to be 
received by the sellers will amount to $3,127,296 for 
CLEP, $1,652,156 for HELCO and $1,121,106 for 
WMECO. 


The record has not been completed with respect 
to CL&P’s proposed sale of its entire 12% joint 
ownership interest in Seabrook 1 and 2 to NEPCO, 
Montaup Electric Company, New Bedford Gas and 
Edison Light Company and Central Maine Power 
Company. 


CL&P, HELCO and WMECO state that these interests 
in Millstone 3 are being sold in order to reduce 
the capital expenditure programs of the selling com- 
panies through the 1970’s and to reduce revenue re- 
quirements as a result. It is further stated that the 
anticipated benefits of the sales were weighed 
against the need for the generating capacity of the 
units being sold in meeting projected loads in the 
1980’s. It is stated that the consummation of the 
proposed sales will achieve a better balance between 
the needs of the purchasing utilities and those of 
CL&P, HELCO and WMECO for base load nuclear 
capacity in the 1980’s without impairing the ability 
of the selling utilities to meet forecasted load 
demands. 


The sales by CL&@P, HELCO and WMECO of their 
interests in Millstone 3 and by CL&P of its interest 
in Seabrook 1 and 2 have been approved by the 
Connecticut Public Utilities Control Authority. The 
New Hampshire Public Utility Commission has 
jurisdiction over the sale by CL&P of its interest 
in Seabrook 1 and 2. The Massachusetts Department 
of Public Utilities has jurisdiction over the purchase 
by New England Power Company of its additional 
interest in Millstone 3 and by New England Power 
Company, Montaup Electric Company and New 
Bedford Gas and Edison Light Company of their 
additional interests in Seabrook 1 and 2. The 
United States Nuclear Regulatory Commission 
(‘NRC’) has approved the transfers of ownership 
interests in Millstone 3 to MMWEC and Vermont 
and has jurisdiction over the transfers of interests in 
Millstone 3 to NEPCO and United. The NRC also 
has jurisdiction over the transfers of ownership 
interests in Seabrook 1 and 2. It is stated that no 
other state commission and no other federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19763), and 
no hearing has been requested of or ordered by the 





Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stan- 
dards of the Act and the rules thereunder are 
satisfied as to the sales by CL&P, HELCO and 
WMECO of their respective interests in Millstone 3 
to MMWEC and Vermont and that no adverse 
findings are necessary; and that it is appropriate 
in the public interest and in the interest of in- 
vestors and consumers that said declaration, as 
amended, be permitted to become effective as to the 
sales by CL@P, HELCO and WMECO of their respec- 
tive interests in Millstone 3 to MMWEC and Vermont: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith as to the sales by CL&P, 
HELCO and WMECO of their respective interests 
in Millstone 3 to MMWEC and Vermont, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT |S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the sales by CL@P, HELCO 
and WMECO of their respective interests in 
Millstone 3 to NEPCO and United and the sale by 
CL&P of its interest in Seabrook 1 and 2 pending 
completion of the record in connection with those 
transactions. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 19905/February 28, 1977 
In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 02520 


(70-5953) 
ORDER AUTHORIZING ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Gulf Power Company (‘Gulf’), a public utility sub- 
sidiary company of The Southern Company, a 


registered holding company, has filed a declaration 
and amendments thereto with this Commission pur- 
suant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘Act’) designating 
the Act and Rule 50 promulgated thereunder as 
applicable to the following proposed transaction. 


Gulf proposes in March 1977, or as soon there- 
after as practicable, to issue up to $35,000,000 
principal amount of its First Mortgage Bonds of a 
series having a term of not less than five years 
nor more than 30 years (the ‘‘new Bonds’) and to 
sell such securities at competitive bidding for the 
best price obtainable but for a price to Gulf of 
not less than 98% nor more than 101-3/4% of the 
principal amount thereof plus accrued interest. 


The new Bonds will be issued under the Indenture 
dated as of September 1, 1941, between Gulf and The 
Chase Manhattan Bank (‘’National Association’) and 
The Citizens and Peoples National Bank of Pensacola, 
as Trustees, as heretofore supplemented by various 
indentures thereto and as to be further supplemented 
by another Indenture to be dated as of March 1, 1977. 


Gulf states that it is difficult to determine, under 
present bond market conditions, whether it would 
be more advantageous to sell new Bonds having a 
30 year term or some shorter term. Gulf states 
that it is in the public interest that Gulf be afforded 
the necessary flexibility to adjust its financing program 
to developments in the markets for long term debt 
securities when and as they occur in order to obtain 
the best possible price, interest rate and term for its 
new Bonds. At least six days prior to entering 
into any contract or agreement for the issuance or 
sale of the new Bonds, Gulf will publicly invite 
sealed written proposals for the purchase or under- 
writing of the new Bonds. Gulf proposes, therefore, 
that Gulf decide on the term of the new Bonds 
after the date of public invitation for proposals and 
then notify prospective bidders by telephone, con- 
firmed in writing of its decision, not less than 72 hours 
prior to the time of the bidding. 


Gulf proposes to use the proceeds from the sale 
of the new Bonds together with (1) $16,000,000 
of additional equity funds from The Southern 
Company during 1977; ({2) $2,700,000 provided 
through the issuance of pollution control revenue 
bonds by public authorities for construction of certain 
pollution control facilities; (3) $9,838,000 expected to 
be accumulated from usual internal sources; and 
(4) proceeds of approximately $14,600,000 from the 
sale of 150,000 shares of preferred stock to finance 
its 1977 construction program and to pay all or a 
portion of short-term notes payable in the form of 
bank notes and commercial paper notes incurred for 
such purpose. 
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The total construction expenditures of Gulf during 
1977 are estimated at $74,538,000. Gulf estimates 
that no additional financing will be required for 
construction purposes during 1977 except for the 
issuance of short-term notes payable. As of January 
31, 1977, $27,350,000 of such short-term notes 
payable were outstanding. 


The fees and expenses to be incurred in connection 
with the sale of the new Bonds are estimated at 
$140,000 including legal fees of $21,500 and ac- 
countant fees of $22,000. The Florida Public Service 
Commission has authorized the issuance and sale 
of the new Bonds. It is stated that no other State 
or Federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19843), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules ‘thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors 
and consumers that said declaration, as amended, be 
granted and permitted to become effective: 


IT {S ORDERED, pursuant to the applicable provisions 


of the Act and rules thereunder, that said declara- 
tion, aS amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 19906/February 28, 1977 

In the Matter of 
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NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-5977) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO DIVIDEND RE- 
INVESTMENT AND COMMON SHARE PURCHASE 
PLAN 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(‘‘Northeast’’), a registered holding company, has 
filed a declaration with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transactions. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


Pursuant to prior orders of the Commission (File 
Nos. 70-5539 and 70-5928), Northeast has been 
authorized to issue and sell from time to time 
through April 15, 1977, up to 2,000,000 shares of 
its common stock, par value $5.00 per share, under 
a voluntary dividend reinvestment and common share 
purchase plan (‘Plan’). As of February 1, 1977, 
Northeast had issued and sold 1,479,794 of its 
authorized common shares pursuant to the Plan. 
The proceeds (approximately $14,209,000) have been 
applied to the repayment of short-term borrowings 
incurred for capital contributions or advances to 
Northeast’s subsidiaries to finance the cost of the 
continuing construction program of the Northeast 
system companies. 


Northeast now proposes to issue and sell from time 
to time up to April 15, 1978, the 520,206 shares 
remaining from the 2,000,000 -shares previously 
authorized, plus a maximum of 1,000,000 additional 
authorized but unissued shares. The purchase price 
for the 520,206 shares remaining from those 
previously authorized and for the additional common 
shares will be the average of the closing sales prices 
for common shares as reported by the Wall Street 
Journal as Composite Transactions during the fifteen 
trading days immediately preceding the dividend 
payment date. The proceeds from the sale of the 
balance of the shares pursuant to the revised Plan 
(estimated at approximately $16,722,266, assuming all 
of the remaining 1,520,206 common shares are sold 
at a price of $11, per share) will also be applied 
to the repayment of short-term borrowings incurred 
for capital contributions or advances to Northeast’s 
subsidiaries to finance the cost of the continuing 
construction program of the Northeast system. 





The Plan is being administered by The First Nationa: 
Bank of Boston (‘Agent’), and all shares purchased 
are held for the exclusive benefit of the Plan 
participants. All record holders of Northeast’s out- 
standing common stock are eligible to participate in 
the Plan and may join by executing an authorization 
form and returning it to the Agent. A participant 
may withdraw from the Plan at any time upon giving 
written notice to the Agent. Upon withdrawal, 
certificates for whole shares credited to a participant's 
account are issued and a cash payment is made 
for any fractional shares so credited. The Plan 
provides that a participant may also request that 
certificates for any number of full shares credited to 
his account be issued to him even though he wishes 
to remain in the Plan. 


All costs for administering the Plan are paid by 
Northeast, and there are no brokerage fees when 
shares are purchased under the Plan; however, if a 
participant withdrawing from the Plan requests the 
Agent to sell his shares, there are brokerage 
commissions. The Agent does not vote any shares 
held by it under the Plan. Participants receive a single 
proxy with respect to full shares which they own of 
record or which are credited to their accounts under 
the Plan. 


The fees, commissions, and expenses incurred or to 
oe incurred in connection with the proposed 
transactions will be supplied by amendment. It is 
stated that no State commission and no Federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 24, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by 
said declaration which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally 
or by mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in the 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
nearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 


this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19907/February 28, 1977 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-5974) 


NOTICE OF PROPOSED CHARTER AMENDMENTS 
TO INCREASE AUTHORIZED SHARES OF PRE- 
FERRED STOCK AND MODIFY CALCULATION OF 
EARNINGS FOR PURPOSES OF ISSUING PRE- 
FERRED STOCK AND FOR PURPOSES OF COM- 
PUTING COMMON STOCK EQUITY; ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH; PROPOSAL TO ISSUE 
EITHER PREFERRED STOCK OR PREFERRED 
STOCK AND FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that Southwestern Elec- 
tric Power Company (’’SWEPCO”), an electric utility 
subsidiary of Central and South West Corporation, a 
registered holding company, has filed an application- 
declaration with this Commission, pursuant to the 
Public Utility Holding Company Act of 1935 (’’Act’’), 
designating Sections 6(a), 7, 9a), 10, 12(c) and 
12(e) of the Act and Rules 42, 50, 62 and 65 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


SWEPCO proposes to amend its charter to allow an 
increase in its total authorized preferred stock, $100 
par value, from 360,000 to 860,000 shares (‘‘New 
Preferred Stock’’). SWEPCO states that it currently 
has no authorized but unissued shares of preferred 
stock. SWEPCO further states that if the proposed 
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amendment increasing the authorized preferred stock 
is adopted, it proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 either 
(a) 300,000 shares of the New Preferred Stock at not 
less than $100 per share nor more than $102.75 
per share or (b) 200,000 shares of New Preferred 
Stock and $45,000,000 principal amount of its First 
Mortgage Bonds, Series O, dated May 1, 1977 
and to mature May 1, 2007 (‘Bonds’). Alternative 
(b), above, will be used only if it is determined that 
it would be advantageous to refund SWEPCO’s 
outstanding $35,000,000 Series K bonds, due Dec- 
ember 1, 1999. SWEPCO states that the net proceeds 
from the issue and sale of the securities will be 
used to pay a portion of the outstanding short- 
term borrowing, $42,500,000 expected to be out- 
standing as of May 12, 1977, and if Bonds are sold, to 
refund the outstanding $35,000,000 Series K First 
Mortgage Bonds. No funds generated from _ the 
sale of such securities nor any of the borrowings 
retired thereby will be or have been utilized to pay 
the cost of facilities which would be needed to 
provide service to customers of SWEPCO if it were 
not part of the Central and South West System. 
No expenditures will be made by SWEPCO for the 
construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
application-declaration have been expended. 


Estimated construction and fuel exploration and 
development expenditures of SWEPCO for 1977 
through 1979 are as follows: 


1977 
-$59,701,000 

21,170,000 

15,456,000 


1978 
$62,908,000 

10,590,000 

16,234,000 


1979 
$67,922,000 

17,479,000 

17,306,000 


Generation 
Transmission 
Distribution and 
other 

Fuel exploration 
and development 12,617,000 


10,826,000 12,249,000 


TOTAL $108,944,000  $100,558,000  $114,956,000 
lf Bonds are issued they will be issued and secured 
by the Company’s Indenture, dated February 1, 
1940, under which Continental Illinois 
National Bank and Trust Company of Chicago and 
M.J. Kruger are Trustee, as amended by the 
indentures supplemental thereto heretofore executed 
(the “‘Indenture’’), and to be further amended by 
a proposed supplemental indenture to be dated 
May 1, 1977. 


SWEPCO further proposes that its charter be 
amended to change the earnings test that must 
be satisfied as a precondition for the issuance of 
New Preferred Stock without the approval of holders 
of a majority of preferred stock then outstanding. The 
earnings test presently requires that SWEPCO’s gross 
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income for a period of 12 consecutive calendar 
months ending within the 15 calendar months im- 
mediately preceding the date of the issuance oO. 
any additional preferred stock must be 1% times the 
sum of the annual interest charges on all of 
SWEPCO’s debt securities and the annual dividend 
requirement on all shares of its preferred stock or 
any prior or parity stock to be outstanding immediately 
after the issuance of the additional Preferred Stock. 
Gross income, for these purposes, excludes, among 
other things, a certain minimum aggregate amount 
for or on account of maintenance, repair, con- 
struction or acquisition of bondable property and the 
retirement of bonds. SWEPCO’s first mortgage 
indenture requires such aggregate minimum amount 
to be not less in any’ calendar year, than 15% of gross 
operating revenues, less costs of power purchased 
for resale. SWEPCO states that due to the high 
recoveries yielded by the fuel adjustment clauses in 
its customers rate schedules, gross operating revenues 
have been inflated, which, if such trend continues, 
as SWEPCO believes it will, will make it difficult to 
satisfy the earnings test for issuance of additional 
preferred stock in the future. SWEPCO states that 
inasmuch as the increased revenue due to recovery 
of fuel costs has been out of proportion to in- 
creases in other areas, it is inappropriate to utilize 
operating revenues as a standard for determining 
expenditure requirements under the Indenture and the 
related earnings tests coverage requirements. The Ir. 
denture was previously amended, by substituting 
for the maintenance and renewal fund an annual 
retirement equal to 2.9% of depreciable bondable 
property and limited to construction and acquisition 
of bondable property and retirement of bonds. How- 
ever, due to the provisions of the Indenture, this 
amendment will not be effective until all series of 
bonds issued prior to the amendment are retired. 
Therefore, SWEPCO proposes to change the amount 
deducted from gross income for depreciation, retire- 
ment, renewals and replacements and/or amortization 
to not less than 2.9% of the average amount of 
its depreciable bondable property during the period 
for which gross income is being determined. The 
amended provisions for a minimum deduction would 
relate solely to depreciation rather than maintenance, 
repair and depreciation. Calculation of the earnings 
test under the proposed amendment, based on 1976 
figures, would result in a higher average ratio 
(2.09) than under the present charter provision 
(2.02). 


SWEPCO further proposes modifying the minimum 
deduction required for maintenance repairs and de- 
preciation in computing ‘“‘Common Stock equity” 
for purposes of Common Stock dividend limitations 
while preferred stock is outstanding. At present 
common stock equity is defined as stated capit 
plus surplus minus, among other things, the excess 





of, for the prescribed period involved, an amount 
equal to 15% of gross operating revenues over the 
‘aggregate amount charged on SWEPCO’s books for 
maintenance, repairs and depreciation. The amenda- 
ment would require instead, the deduction of the 
excess, if any, of an amount equal to 2.9% of 
the average depreciable bondable property under 
Indenture as of January 1, 1977 over the amount 
covered on SWEPCO’s books for depreciation, 
retirements, renewals and replacements and/or 
amortization. SWEPCO states that this amendment is 
motivated by the same considerations relative to 
inflated gross revenues due to increased fuel recovery 
costs as described above and also relates solely to 
depreciation rather than maintenance, repair and 
depreciation. 


Finally, SWEPCO proposes that the definition of com- 
mon stock equity described in the prior amendment 
also apply for purposes of determining whether the 
liquidation amount for issuing preferred stock is 
sufficient. SWEPCO states that under its charter it 
may not issue additional preferred stock, without 
prior preferred shareholders approval, unless the 
common stock equity is more than the outstanding 
preferred stocks aggregate liquidation value and, if 
earned surplus is used to compute the liquidation 
amount required, dividends on common stock cannot 
be paid if they would have the effect of reducing 
the common stock equity to an amount less than 
the aggregate liquidation value of the outstanding 
preferred stock. SWEPCO states that it’s reasons for 
requesting this charter modification are the same as 
those set out above. 


SWEPCO proposes to call a special meeting of its 
shareholders, both preferred and common, to be held 
on or about April 22, 1977 to consider and vote 
upon the adoption of the proposed amendments. 
SWEPCO proposes to solicit proxies through the use 
of proposed proxy soliciting material. Each share of 
common stock and of preferred stock is entitled to 
one vote with respect to each amendment. Adoption 
of the proposal to increase the total authorized 
Preferred Stock requires the affirmative vote of the 
holders of a majority of each of the Preferred and 
Common shares, voting as separate classes. Adoption 
of the other amendments requires the assent of the 
holders of two-thirds of the preferred shares and a 
majority of the holders of common shares, each 
voting as a class. Central and South West Corpo- 
ration owns all of the outstanding shares of 
Common Stock and has stated its intention to vote 
the shares held by it in favor of all four amendments. 


The fees and expenses to be incurred in con- 
nection with the proposed transaction are estimated 
at either $126,000 if only New Preferred Stock is 
sold, including $30,500 in legal fees or $175,000 if 
New Preferred Stock and Bonds are sold, including 
$35,500 in legal fees. 


The Arkansas Public Service Commission and the 
Corporation Commission of Oklahoma have authority 
with respect to the issue and sale of the Bonds. 
No other state commission, and no federal com- 
mission other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 24, 1977, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, and reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended, which he desires 
to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicant- 
declarant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declara- 
tion, as amended, or as it may be further amended, 
may be granted and permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


It appearing to the Commission that the application- 
declaration, insofar as it proposes to solicitation of 
proxies from SWEPCO’s stockholders, should be 
granted and permitted to become effective forthwith 
pursuant to Rule 62: 


IT IS ORDERED that the application-declaration, 
regarding the proposed solicitation of proxies of 
SWEPCO stockholders be, and it hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62 and subject to the terms and conditions 
prescribed in Rule 24 under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19908/February 28, 1977 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5854) 


MOTICE OF PROPOSED SALE OF POLLUTION 
CONTROL REVENUE BONDS 


l OTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“I&M’’), an electric utility sub- 
sidiary company of American Electric Power Com! 
pany, Inc., a registered holding company, has filed 
a post-effective amendment to a declaration previously 
filed with this Commission designating Sections 9(a) 
and 12(d) of the Public Utility Holding Company 
Act of 1935 ("Act’’) and Rule 44(b)(3) promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the declaration 
and the post-effective amendment thereto, which are 
summarized below, for a complete statement of the 
proposed transactions. 


lI&M states that in order to comply with prescribed 
environmental quality control standards of the State 
of Indiana it has been and will be necessary to 
construct certain high efficiency electrostatic pre- 
Cipitators (‘’Project’’) for particulate emission control 
and related facilities at its Tanners Creek Plant. 
By resolution of October 15, 1973, the City of 
Lawrenceburg, Indiana (‘’City’’), determined that it 
would authorize and issue one or more series of 
its pollution control revenue bonds (‘Revenue 
Bonds’’) to finance the cost of engineering, design, 
acquisition, and construction of the Project and to 
reimburse or repay |&M in connection with I&M’s 
expenditures relating to the Project. 


I&M has entered into an agreement of sale (‘‘Agree- 
ment’’) with the City whereby the City will construct 
and equip the Project. To finance the Project, the 
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City has issued Revenue Bonds in an initial principal 
amount of $25,000,000 (’’Series A Bonds’’), (HCAR 
No. 19620, July 21, 1976), and will issue additiona 
Revenue Bonds in principal amounts presently 
estimated not to exceed $71,000,000 sufficient to 
cover construction costs of the Project. The City also 
entered into an indenture dated July 1, 1976 
(‘Indenture’) with Lincoln National Bank and Trust 
Company of Fort Wayne, Indiana as_ trustee 
(‘‘Trustee’’). 


The Agreement and Indenture provide for the 
authorization and issuance by the City upon the 
request of I&M of additional Bonds sufficient to 
cover the cost of construction. In the Commission's 
order of July 21, 1976, jurisdiction was reserved 
over the issuance and sale of additional series of 
Revenue Bonds under the Agreement between I&M 
and the City. This post-effective amendment was 
filed pursuant to that reservation of jurisdiction. It 
is contemplated that an additional series of Revenue 
Bonds (the ‘Series B Bonds’) in the aggregate 
principal amount of $30,000,000 will be issued by the 
City pursuant to the Indenture and a First Sup- 
plemental Indenture of Trust between the City and the 
Trustee (‘Supplemental Indenture’) which will provide 
that the proceeds of the sale of the Series B Bonds 
will be deposited by the City with the Trustee and 
applied to payment of the cost of construction of 
the Project, which will include reimbursement c 
I&M for amounts it has previously expended, or will 
expend, to pay the cost of construction. I&M 
expects that at least $28,950,000 of the proceeds of 
the Series B Bonds will be deposited in the con- 
struction fund pursuant to the Agreement. It is 
contemplated that the Series B Bonds will be sold 
by the City pursuant to arrangements with a group 
of underwriters represented: by E.F. Hutton & 
Company, Inc. While |1@M will not be a party to 
the underwriting arrangements for the Series B 
Bonds, the Agreement provides that the terms of the 
Series B Bonds shall be specified by I&M. The 
Series B Bonds will bear interest semi-annually. It 
is expected that the Series B Bonds will mature at 
a date or dates not less than five years nor more 
than 30 years from the date of their issuance. The 
Series B Bonds will be subject to mandatory 
redemption under the circumstances and terms of the 
Supplemental Indenture. The Series B Bonds will be 
on a parity with and secured in the same manner 
as the Series A Bonds. 


The Agreement provides for the sale of the Project 
to IGM, the payment by I&M of the purchase 
price of the Project in semi-annual installments 
over a term of -years, and the assignment and 
pledge to the Indenture Trustee of the City’s 
interest in, and of the monies receivable by th 
City under, the Agreement. . 











The Agreement provides that each installment of 
the purchase price for the Project payable by I&@M 
vill be in such an amount (together with other 
monies held by the Trustee under the ‘Indenture for 
that purpose) as will enable the City to pay, when 
due, (i) the interest on the Revenue Bonds, any 
additional bonds and any refunding bonds, (ii) the 
principal amount of the Revenue Bonds, any ad- 
ditional bonds and any refunding bonds payable at the 
time of their respective stated maturities and (iii) 
amounts, including any accrued interest, payable in 
connection with any mandatory redemption of the 
Revenue Bonds, any additional bonds or any 
refunding bonds. The Agreement also obligates |&M 
to pay the fees and charges of the Trustee, as 
well as certain administrative expenses of the City. 
The Agreement further provides that I&@M may 
repay the purchase price of the Project (i) by paying, 
under certain conditions, amounts sufficient to redeem 
all the Revenue Bonds then outstanding and all other 
amounts payable under the Indenture or (ii) at any 
time by depositing in the Indenture’s Bond Fund or 
delivering to the Trustee amounts sufficient to provide 
for the release of the Indenture. Upon repayment, 
1I&M may terminate the Agreement. 


lI&M has been advised that the annual interest rates 
on obligations, interest on which is tax exempt, 
historically have been and can be expected at the 
ime of issue of the Revenue Bonds to be 1-1/2% to 
2-1/2% lower than the rates on obligations of like 
tenor and comparable quality, interest on which is 
fully subject to federal income tax. 


A statement of the fees and expenses to be incurred, 
directly or indirectly, in connection with the proposed 
transaction will be filed by amendment. It is stated 
that the proposed transaction has been authorized by 
the Public Service Commission of Indiana and the 
Michigan Public Service Commission. It is further 
stated that no other state commission and no federal 
commission, other that this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 21, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons 
for such request, and the issues of fact or law 
raised by the post-effective amendment which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the de- 
clarant at the above-stated address, and proof of serv- 
ce (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the post-effective amendment, as 


filed, or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19909/March 1, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-5973) 


NOTICE OF PROPOSED AMENDMENT TO ARTI- 
CLES OF INCORPORATION; SOLICITATION OF 
PROXIES 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (‘‘Middle South’), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’) designating Sections 6(a), 7 and 12(e) 
of the Act and Rule 62 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Middle South’s Articles of Incorporation presently 
provide that common shareholders have preemptive 
rights only if Middle South offers shares of common 
stock (including any security convertible into common 
stock) for money, other than by (a) a public offering, 
(b) an offering to or through underwriters or invest- 
ment bankers for prompt public offering or (c) an 
offering pursuant to a stock option plan for employees 
of Middle South or of any company of which Middle 
South holds at least 50% of the outstanding voting 
stock, which plan is approved by the holders of a 
majority of the outstanding common stock. 
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Middle South proposes to amend its Articles of In- 
corporation to limit the preemptive rights of its com- 
mon shareholders to offerings of shares of common 
stock (including any security convertible into common 
stock) for money, other than by (i) a public offering, 
(ii) an offering to or through underwriters or invest- 
ment bankers for prompt public offering, (iii) an offer- 
ing pursuant to programs open to all shareholders, 
including without limitation dividend reinvestment and 
stock purchase programs or limited investment pro- 
grams, or (iv) an offering pursuant to programs for 
share ownership by, or for the benefit of, employees 
of Middle South or any company of which Middle 
South holds directly or indirectly at least 50% of the 
outstanding voting stock, including without limitation 
employee stock purchase, bonus or option programs. 


In furtherance of this proposal Middle South proposes 
to solicit proxies from the holders of its outstanding 
stock in connection with its annual meeting of share- 
holders at which the shareholders will take action 
upon the proposed amendment to the Articles of 
Incorporation. 


A statement of the fees and expenses to be incurred 
in connection with the proposed transaction will be 
filed by amendment. It is stated that no state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 25, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may re- 
quest that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to be- 
come effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19910/March 1, 1977 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P. O. Box 1631 
Wilmington, Delaware 19899 


(70-5970) 


NOTICE OF PROPOSED CHARTER AMENDMENT 
INCREASING AMOUNT OF AUTHORIZED COMMON 
STOCK AND ORDER AUTHORIZING SOLICITATION 
OF PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed a declaration with this Commis- 
sion, pursuant to the Public Utility Holding Company 
Act of 1935 (’‘Act’’) designating Sections 6(a), 7 and 
12(e) of the Act and Rule 62 promulgated thereunder, 
as applicable to the following proposed transaction. 
All interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


CSW proposes to amend its Restated Certificate of 
Incorporation, as heretofore amended, to increase its 
authorized common stock, par value $3.50, from 
58,300,000 to 65,300,000 shares (‘additional shares’’). 
CSW states that the increase of 7,000,000 in its 
authorized Common Stock is proposed to permit the 
issuance and sale of additional common stock during 
the next two years. CSW states that proceeds from 
the sale of such additional shares will be used to 
help finance planned construction expenditures of its 
subsidiaries which are estimated at approximately 
$1,100,000,000 for 1977-1978. CSW states that ap- 
proximately 51,460,000 shares of common stock are 
now outstanding. 


CSW proposes to submit the amendment to its stock- 
holders at the Annual Meeting to be held on April 
21, 1977. CSW proposes to submit proxies from its 
shareholders, through the use of the proposed solicit- 
ing material to obtain the required approval of the 
proposed amendment and to elect directors and select 
auditors. An affirmative vote of the holders of a 
majority of the outstanding shares of common stock 
issued and entitled to vote at the annual meeting is 
required for adoption of the amendment. 








Total fees and expenses to be incurred in connection 
with the proposed transaction, including proxy solici- 
ation costs, are estimated to be $29,050, including 
$1,500 in legal fees. CSW states that no state 
commission and no federal commission, other than 
this Commission has jurisdiction over the proposed 
transaction. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than March 24, 1977, request in writing 
that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said 
declaration, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
vho request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes to solicitation of proxies from 
CSW's stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT 1S ORDERED that the declaration, regarding the 
proposed solicitation of proxies of CSW’s stockholders 
be, and it hereby is, permitted to become effective 
forthwith pursuant to Rule 62 and subject to the terms 
and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19911/March 1, 1977 


In the Matter of 


INDIANA & MICHIGAN POWER COMPANY 
P.O. Box 458 
Bridgman, Michigan 49106 


(70-5967) 


NOTICE OF PROPOSED ISSUANCE OF ADDITIONAL 
NOTES UNDER AMENDED BANK LOAN AGREE- 
MENT 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Power Company (“I&MP”), an electric generating 
subsidiary company of Indiana & Michigan Electric 
Company (“I&M"’), an electric utility subsidiary com- 
pany of American Electric Power Company, Inc., a 
registered holding company, has filed a declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (Act’’), designating 
Sections 6(a) and 7 of the Act and Rule 50(a)(2) 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


I&MP, a Michigan corporation, was organized for the 
purpose of acquiring, completing the construction of, 
and operating, the Donald C. Cook Nuclear Plant 
(‘Cook Plant’), a nuclear fueled steam electric gen- 
erating station situated in Michigan along the shore of 


Lake Michigan near Bridgman, Michigan. By order 
issued May 20, 1971 (HCAR No. 17135), the Com- 
mission authorized |&@MP to acquire the Cook Plant 
from I&M. The Cook Plant is to consist of two 
nominally rated 1,100,000 kilowatt generating units, 
the first of which was placed in commercial operation 
on August 23, 1975 and the second of which is 
scheduled to be placed in commercial operation in 
1978 or later. It is estimated that the total construction 
costs of the Cook Plant will equal at least 
$970,000,000. Construction costs aggregating 
$852,982,000 have been incurred through November 
30, 1976. 


To finance the purchase and to continue construction, 
I&MP issued and had outstanding, as of September 
30, 1976, the following securities: 


Actual 

(000’s) % 
75,000 8.67 

300,000 34.68 
69,000 7.97 


Long Term Debt 
First Mortgage Bonds 
Notes Payable to Banks 
Subordinated Notes—|l&M 
Due 1981 
Unamortized Debt Discount 
Total 
Common Stock Equity 


Total Capitalization 





(261) 


443,739 
421,366 


865,105 


( .03) 


51.29 
48.71 


100.0 
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All of the common stock of I&MP is owned by I&M. 
I&MP and I&M have entered into a Capital Funds 
Agreement and a Power Agreement, under the latter 
of which, the right to all power and energy available 
at the Cook Plant is held by I&M. The $75,000,000 
principal amount bonds are a 10 7/8% Series due 
1984. The bank notes, issued under a Bank Loan 
Agreement dated July 1, 1971, as amended, mature 
September 30, 1980. 


I&MP proposes by a further amendment to the Bank 
Loan Agreement to raise the present borrowing limit 
of $300,000,000 by an additional $75,000,000 so as to 
permit I&MP to finance the completion of the con- 
struction of the Cook Plant on what I&MP states in 
the most economical basis. 


The proposed additional notes to banks will bear 
interest at a rate per annum equal to 115% of the 
prime commercial loan rate in effect from time to time 
of Manufacturers Hanover Trust Company (‘’Manu- 
facturers’’). I|&@MP will also be obliged to pay to each 
bank substitute interest computed at the rate of 1/2% 
on the daily average unused amount of the commit- 
ment for such bank, such obligation to pay substitute 
interest commencing on March 41, 1977 and terminat- 
ing on April 1, 1978. |@MP states that it does not plan 
to maintain any compensating balances in connection 
with the additional notes. The additional notes may be 
prepaid in whole or in part at any time without 
premium or penalty, unless such prepayment is made 
from the proceeds of, or in anticipation of, a borrow- 
ing by |&@MP from banking institutions at a rate of 
interest equal to or less than the then applicable 
interest rate on any of the notes outstanding under the 
Bank Loan Agreement, in which event I&@MP will be 
obligated to pay a premium in an amount of such 
prepayment from the date thereof to September 30, 
1980. It is stated that the additional notes will rank 
pari passu with notes presently outstanding under the 
Bank Loan Agreemeni and will in other respects be 
entitled to the benefits afforded by the Bank Loan 
Agreement, as proposed to be amended. It is further 
stated that the effective cost of borrowing to I&MP 
under the Bank Loan Agreement, as amended, after 
the full $75,000,000 has been borrowed, would be 
7.1875% per annum, assuming a prime commercial 
rate of Manufacturers of 6-1/4%, presently in effect. 


The proceeds from the issue of the additional notes 
will be utilized by |&MP for construction of the Cook 
Plant, and for the acquisition of equipment, materials 
and supplies relating thereto. 


lI&@MP claims exception from the competitive bidding 
requirements of Rule 50 by reason of Rule 50(a)(2), 
and in support thereof, asserts that the notes have a 
maturity of less than ten years and will be issued 
and sold to commercial banks, not for resale to the 
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public; and that no finder’s or other fee, commission 
or remuneration is to be paid in connection therewith 
to any third person for negotiating the transaction. 


Estimates of expenses to be incurred by I&MP in 
connection with the proposed transaction will be filed 
by amendment. I&MP is requesting the Michigan 
Public Service Commission to determine that it lacks 
jurisdiction over the proposed transaction, or, in the 
alternative, to authorize this transaction. It is stated 
that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, no later than March 24, 1977, request in 
writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon 
the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed 
or as it may be amended, may be granted and permit 
ted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19914/March 2, 1977 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5963) 
ORDER AUTHORIZING AMENDMENTS OF CERTI- 


FICATE OF INCORPORATION AND SOLICITATION 
?F PROXIES IN CONNECTION THEREWITH 


The Southern Company (’’Southern’’), a registered 
holding company, has filed a declaration and an 
amendment thereto with this Commission pursuant to 


Sections 6(a), 7, and 12(e) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 62 
promulgated thereunder regarding the following pro- 
posed transactions. 


Southern’s Certificate of Incorporation presently au- 
thorizes the issuance of 150,000,000 shares of com- 
mon stock of which 122,806,633 shares are currently 
issued and outstanding. Southern proposes to amend 
its Certificate of Incorporation to increase the number 
of authorized shares of common. stock from 
150,000,000 shares to 185,000,000 shares to provide a 
reasonable amount of authorized but unissued shares 
of common stock to be used for financing additional 
common equity capital requirements of Southern’s 
subsidiaries and for general corporate purposes, in- 
cluding investments by stockholders under the cor- 
poration’s dividend reinvestment and stock purchase 
plan. It is stated that during the three-year period 
1974 through 1976 Southern was required to issue and 
sell 41,557,133 shares of common stock in order to 
provide to its subsidiary companies the additional 
common equity portion of the capital needed to 
‘nance their construction programs required to 
service their rapidly developing business. Southern has 


no present plans for the issuance of any shares 
of its common stock other than for cash. 


Southern also proposes to amend its Certificate of 
Incorporation so as to add to the exceptions from 
preemptive rights: (1) sales to security holders of the 
company or of any subsidiary pursuant to a dividend 
reinvestment and/or stock purchase or similar plan 
AND (2) stock sold to employees of the company or 
any subsidiary, or to a trust for their benefit, pursuant 
to a thrift, savings, employee stock ownership, pen- 
sion, or other employee benefit plan. The purpose of 
this proposed amendment is to facilitate the sale by 
Southern of shares of its common stock pursuant to 
one or more of the types of plans referred to. By 
expanding the potential market for its shares, the 
corporation would thus be able to obtain necessary 
and desirable additional equity capital at prices related 
to current market values of shares of its common 
stock without payment of underwriting discounts or 
commissions. It is stated that this is in the best inter- 
ests of the corporation and its stockholders. 


Southern intends to submit the proposed amendments 
to its stockholders for consideration and vote at its 
1977 annual meeting to be held on May 25, 1977. 
The favorable vote of a majority of the outstanding 
shares of common stock is necessary for the adoption 
of the amendments increasing the number of au- 
thorized shares. The adoption of the amendments re- 
lating to preemptive rights requires the favorable vote 
of at least two-thirds of the outstanding shares of the 
common stock of the company. Southern proposes to 
solicit proxies from its common stockholders in con- 
nection with the proposed amendments. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$14,000, including a legal fee of $7,500. No State 
commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19869), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
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as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and condi- 
tions prescribed in Rules 24 and 62 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 19915/ March 3, 1977 


In the Matter of 


THE SOUTHERN COMPANY 
P. O. Box 720071 
Atlanta, Georgia 30346 


ALABAMA POWER COMPANY 
P. QO. Box 2641 
Birmingham, Alabama 35291 


GULF POWER COMPANY 
P. O. Box 1151 
Pensacola, Florida 32520 


MISSISSIPPI POWER COMPANY 
P. O. Box 4079 
Gulfport, Mississippi 39501 


(70-5978) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS 
IN COMMERCIAL PAPER, CAPITAL CONTRIBU- 
TIONS TO SUBSIDIARIES, AND EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Southern 
Company (‘Southern’), a registered holding com- 
pany, and three of its wholly-owned electric utility 
subsidiary companies, Alabama Power Company 
(“Alabama’’), Gulf Power Company (’’Gulf’’), and 
Mississippi Power Company (’‘Mississippi’’) have filed 
an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6(a), 6(b), 7, and 
12 of the Act and Rules 45 and 50(a)(5) promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a comp- 
plete statement of the proposed transactions. 


1902/SEC DOCKET 


Southern, Alabama, Gulf, and Mississippi propose to 
borrow from banks and to issue and sell commercial 
paper from time to time on or before March 31, 197° 
in the following maximum aggregate principal < 
mounts outstanding at any one time: Southern— 
$100,000,000; Alabama — $495,000,000; Gulf — 
$45,000,000; and Mississippi — $39,000,000. 


Pursuant to Commission authorization (File No. 70- 
5801), Alabama, Gulf, and Mississippi have authority 
to effect short-term borrowings on or before March 
31, 1977. The amount of short-term debt estimated 
to be outstanding at March 31, 1977, is $310,000,000 
for Alabama and $3,900,000 for Mississippi. Neither 
Southern nor Gulf expects to have any short-term 
debt outstanding on that date. 


The bank borrowings will be evidenced by notes to be 
dated the date of the borrowing and to mature not 
more than one year after the date of issue in the case 
of Southern and not more than nine months after 
the date of issue in the case of Alabama, Gulf, and 
Mississippi. Alabama has entered into an arrangement 
with a group of banks located outside the State of 
Alabama which provides for a revolving line of credit 
in the amount of $350,000,000. Each note evidencing 
bank borrowing (except those included in Alabama's 
revolving credit agreement) will bear interest at an 
effective rate per annum in effect at the lending bank 
customary for similar companies and will be pre 

payable, in whole or in part, without penalty or pr 

mium. Except for commitments or lines of credit to 
the applicants-declarants from certain local banks and 
in the case of Alabama from those banks under the 
revolving credit agreement, no commitments have 
been made to the companies by the proposed 
lending banks. 


Alabama, Gulf, and Mississippi each maintain with the 
local banks from which borrowings will be made 
average daily operating balances adequate to meet the 
requirements of such banks in respect of certain 
services to such companies. Except in the case of 
Alabama under the revolving credit agreement, it may 
reasonably be expected that banks may require the 
maintenance of balances and/or fees in lieu of bal- 
ances in respect of any such borrowings. If balances 
were to be maintained solely for the purpose of 
satisfying a Compensating balance requirement gen- 
erally not in excess of 20%, the effective interest cost 
of the related borrowings, based on a prime rate of 
6.25%, would be 7.813% per annum. 


Southern, Alabama, Gulf, and Mississippi also pro- 
pose from time to time through March 31, 1978, to 
issue and sell commercial paper in the form of short- 
term promissory notes to dealers in commercial paper. 
The commercial paper notes will have varying matur’ 
ties of not more than 270 days after the date of issu. 











Swill be sold in varying denominations of not less than 
“$50,000 and not more than $5,000,000, and will not by 
their terms be prepayable prior to maturity. The com- 
mercial paper will be sold directly to or through the 
dealers at a discount which will not be in excess of 
the discount rate per annum prevailing at the date of 
issuance for commercial paper of comparable quality 
and like maturity. No commercial paper note will be 
issued having a maturity of more than 90 days at an 
effective interest cost which exceeds the effective 
interest cost at which the issues could borrow from 
banks. 


Except for a commission not to exceed 1/8 of 1% per 
annum payable to the dealer in respect of commercial 
paper sold through the dealer as agent, no com- 
mission or fee will be payable in connection with the 
issuance and sale of commercial paper. The dealer 
will reoffer such commercial paper at a discount rate 
of 1/8 of 1% per annum less than the prevailing 
interest rate to the issuer. The commercial paper will 
be offered by each dealer to not more than 200 
customers of the dealer identified and designated in a 
nonpublic list prepared in advance by the dealer. No 
additions will be made to such list of customers. It is 
expected that the commercial paper will be held by 
customers to maturity, but, if they wish to resell prior 
thereto, the dealer, pursuant to a verbal repurchase 
“agreement, will repurchase the commercial paper and 
reoffer the same to others on the customer list. 


Southern intends to use proceeds of the bank notes 
and commercial paper notes to the extent necessary, 
together with treasury funds and the proceeds from 
the sale of additional common stock (the subject of a 
separate filing), to make, from time to time, additional 
equity investments in the form of capital contributions 
in Alabama, Georgia Power Company, (’’Georgia’’), 
Gulf, and Mississippi, to make loans to Southern 
Company Services, Inc., to pay such notes when due, 
and for other corporate purposes. Southern proposes 
herein to make capital contributions through March 
31, 1978, as follows: $158,000,000 in Alabama; 
$72,000,000 in Georgia; $24,000,000 in Gulf; and 
$4,000,000 in Mississippi. 


The proceeds from the bank notes and commercial 
paper notes will be used by Alabama, Gulf, and 
Mississippi, respectively, to reimburse their treasuries 
for part of the expenditures in connection with their 
construction programs and to finance in part their 
future construction programs, to pay at maturity from 
time to time outstanding bank notes and commercial 
paper notes incurréd for such purpose, and for other 
lawful purposes. Construction expenditures for 1977 
‘are estimated at $477,792,000 for Alabama, 
“$74,538,000 for Gulf, and $33,235,000 for Mississippi. 


The applicants-declarants request exception from the 


competitive bidding requirements of Rule 50 in con- 
nection with the sale of commercial paper notes pur- 
suant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which they 
propose to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as_ applicants- 
declarants, are published daily in financial publica- 
tions, and (c) it is not practical to invite invitations 
for bids for commercial paper. It is also requested 
that authorization be granted to file certificates of 
notification under Rule 24 on a quarterly basis. 


Fees and expenses to be incurred by Southern in 
connection with the proposed transactions are esti- 
mated at $3,400, including legal fees of $2,500; 
Alabama’s expenses are estimated at $4,900, including 
legal fees .of $4,000; Gulf’s expenses are estimated at 
$1,400, including legal fees of $500; and Mississippi's 
expenses are estimated at $1,400, including legal fees 
of $500. 


The Alabama Public Service Commission has au- 
thorized the issuance of notes to banks and the issu- 
ance of commercial paper by Alabama. The Florida 
Public Service Commission has jurisdiction over the 
issuance of notes to banks and the issuance of com- 
mercial paper by Gulf. No other State commission 
and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 28, 1977, request in 
writing that a hearing be held on such matter, stating 


the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally 
or by mail upon the applicants-declarants at the 
above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and order issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9604A/February 28, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13156A/February 28, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9642A/February 25, 1977 


Admin. Proc. File No. 3-5052 
In The Matter of: 


WALTER E. PARKER 
Box 118 
Cabool, Missouri 65689 


GERALD H. LOWTHER 
Suite 1002— Plaza Towers 
Sunshine and Glenstone 
P.O. Box 4302GS° 
Springfield, Missouri 


HUBERT E. LAY 
116 W. Main Street 
Houston, Missouri 65483 


AMENDING ORDER IMPOSING 
REMEDIAL SANCTIONS 


In connection with Investment Company Act Release 
No. 9642, dated February 14, 1977, page 2, footnote 2 
of the Order Imposing Remedial Sanctions is amended 
to read as follows: 


With respect to respondents Lay, Lowther and 
W.E. Parker, the sanctions imposed do not effect 
their present association with Modern American 
Life Insurance Company, an insurance company, or 
any of its life insurance company affiliates. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9655/February 25, 1977 


In the Matter of 


CHARTER FUND, INC. 

and 

LANDMARK GROWTH FUND, INC. 
2100 Republic Bank Tower 

Dallas, Texas 75201 


(812-4068) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING PARTICI- 
PATION IN SAID TRANSACTION. 


Charter Fund, Inc. (‘Charter’) and Landmark Growth 
Fund, Inc. (‘Landmark’) (collectively referred to as 
“‘Applicants’’), both open-end, diversified, manage- 
ment investment companies registered under the In- 
vestment Company Act of 1940 (the ‘’Act’’), filed an 
application on December 20, 1976, and amendments 
thereto on January 17, 1977, and January 28, 1977, 
(1) pursuant to Section 17(b) of the Act for an order 
exempting from the provisions of Section 17(a) of the 
Act a proposed purchase of substantially all of 
Landmark's assets by Charter, and (2) pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting Fund Management Company (’FMC”), 
Applicants’ investment adviser, to bear part of the 
expenses of such reorganization. 


On February 3, 1977, a notice was issued (Invest- 
ment Company Release No. 9631) of the filing of the 
application. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, 
that the terms of the proposed transaction are rea- 
sonable and fair and do not involve overreaching on, 
the part of any person concerned, and that the 
proposed transaction is consistent with the policies of 
Charter and Landmark and with the general purposes 





of the Act. It is further found that the participation 
of Charter and Landmark in the proposed transaction 
is consistent with the provisions, policies and purposes 
of the Act and that neither Charter’s nor Landmark’s 
participation is on a basis less advantageous than that 
of other participants. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed purchase of substantially all of 
Landmark’s assets by Charter be, and hereby is, 
exempted from the provisions of Section 17(a) of the 
Act. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit FMC to bear part of the expenses 
of such reorganization be, and hereby is, granted. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





aNVESTMENT COMPANY ACT OF 1940 
Release No. 9656/February 25, 1977 


In the Matter of 


NORTH AMERICAN GROWTH FUND, INC. 
1100 Security Life Building 
Denver, Colorado 80202 


(811-2243) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT THE COMPANY HAS CEASED 
TO BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that North American 
Growth Fund, Inc. (‘Applicant’), registered under the 
Investment Company Act of 1940 (‘Act’) as an 
open-end, diversified management investment com- 
pany, filed an application on December 29, 1976, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


‘The Applicant, a Colorado corporation, registered 
under the Act on November 22, 1971. The Applicant 


states that at a Special Meeting of the Shareholders 
held on December 20, 1976, 98.6% of the outstanding 
voting securities of Applicant were voted in favor of a 
plan of liquidation and dissolution (Plan). Pursuant to 
the Plan the Applicant's assets were liquidated at their 
current market value, the expenses of the Applicant 
paid and the net assets distributed on a pro-rata basis 
to the shareholders on December 27, 1976. No shares 
were voted against the Plan. None of the costs and 
expenses of implementation of the Plan were borne by 
the Applicant. 


Applicant also states that in accordance with the pro- 
visions of the Plan all of the net assets of the Appli- 
cant have been distributed to the Shareholders, and 
active operations of it have ceased. In addition, it is 
alleged that all liabilities of Applicant have been paid. 
Applicant filed a Statement of Intent to Dissolve with 
the Secretary of State of Colorado on December 21, 
1976. Applicant also filed a Certificate of Dissolution 
with the Secretary of State of Colorado on December 
30, 1976, and will be finally dissolved in accordance 
with the requirements of Colorado law. 


Section 8(f) of the Act provides in pertinent part, 
that whenever the Commission on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, it 
shall so declare by order, and upon the effectiveness 
of such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 22, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated below. Proof of such 
service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
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Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9657/March 1, 1977 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01603 


(812-4077) 


ORDER GRANTING AN APPLICATION PURSUANT 
TO SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER. 


On February 1, 1977, a notice was issued (Invest- 
ment Company Act Release No. 9626) of the filing of 
an application on January 5, 1977, by State Mutual 
Life Assurance Company of America (the ‘‘!nsurance 
Company’), the investment adviser for State Mutual 
Securities, Inc. (the ‘‘Fund’’), a closed-end, diversified 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), for an order, pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder, 
permitting the purchase by the Insurance Company at 
direct placement of $2,000,000 in principal amount of 
a new issue of 8-3/4% Senior Notes due 1992 (the 
“Notes’’) of Standex International Corporation 
(‘‘Standex’’). Standex is a company in whose securi- 
ties the Insurance Company and the Fund have pre- 
viously invested pursuant to an arrangement that pro- 
hibits, without a prior order of the Commission, 
further investments in a company by either the Insur- 
ance Company or the Fund unless such investments 
are identical. The Fund will not be acquiring any of the 
Standex Notes. 


The notice gave interested persons an opportunity to 
request a hearing and, stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the proposed transaction is consistent with the pro- 
visions, policies and purposes of the Act and is not 
disadvantageous to the Fund. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
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and Rule 17d-1 thereunder, that the purchase by the 
Insurance Company at direct placement of $2,000,000 
in principal amount of 8-3/4% Senior Notes due 1992 
of Standex International Corporation be, and hereby 
is, permitted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9658/March 1, 1977 


In the Matter of 


FUND FOR FEDERAL SECURITIES, INC. 
P. O. Box 1100 
Valley Forge, Pennsylvania 19482 


(811-2391) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Fund for Federal 
Securities, Inc. (‘‘Applicant’’), an open-end, diversified 
investment company registered under the Investment 
Company Act of 1940 (’’Act’’), filed an application 
on January 17, 1977, pursuant to Section 8(f) of the 
Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant was organized as a Maryland corporation on 
June 23, 1973, and registered under the Act by filing 
a Form N-8A Notification of Registration on July 10, 
1973. 


On February 19, 1976, the Board of Directors of the 
Applicant, by unanimous vote, approved a plan to 
liquidate and dissolve the Applicant and to cease busi- 
ness as an investment company. This plan was ap- 
proved by shareholders at a special meeting held on 
April 29, 1976. 


iN 
Applicant asserts that it ceased all business on Apri: 
29, 1976 and since that date has not engaged in any 
business activities except for the purpose of winding 





up its business and affairs and distributing its assets 
‘0 shareholders in accordance with the plan of liquida- 
tion. Applicant further represents that it has com- 
pleted the liquidation of its assets and on the date of 
the application had no assets and no shareholders. 
Applicant states that it has filed Articles of Dissolution 
with the State of Maryland and will be dissolved in 
accordance with the laws of that State. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 25, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such re- 
quest, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be 
erved personally or by mail upon Applicant at the 
dddress stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certifi- 
cate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9659/March 1, 1977 


In the Matter of 


‘APITAL RESOURCE CORPORATION 
$825 —82nd Street 
Urbandale, lowa 50322 


(811-2204) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On February 1, 1977, a notice was issued (Investment 
Company Act Release No. 9627) that Capital Resource 
Corporation (‘‘Applicant’’), an lowa corporation regi- 
stered as a closed-end, non-diversified management 
investment company under the Investment Company 
Act of 1940 (‘Act’), had filed an application pursuant 
to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Capital Resource Corporation 
under the Act shall! forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9660/ March 1, 1977 


In the Matter of 

AXE-HOUGHTON INCOME FUND, INC. 
AXE-HOUGHTON FUND B, INC. 
AXE-HOUGHTON STOCK FUND, INC. 

and 

AXE SECURITIES CORPORATION 

400 Benedict Avenue 

Tarrytown, New York 10591 

(812-4081) 

ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
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EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER. 


Axe-Houghton Income Fund, Inc., Axe-Houghton 
Fund B, Inc., and Axe-Houghton Stock Fund, Inc. 
(collectively referred to as the ‘‘Funds’’), open-end, 
diversified, management investment companies regi- 
stered under the Investment Company Act of 1940 
(the ‘‘Act’’), and Axe Securities Corporation, the 
principal underwriter of each of the Funds (collectively 
referred to with Funds as “Applicants’’), filed an 
application on January 27, 1977, pursuant to Section 
6(c) of the Act, for an order of the Commission 
exempting Applicants from the provisions of Section 
22(d) of the Act and Rule 22d-1 thereunder to permit 
shareholders of each of the Funds to reinvest income 
dividends, or income dividends and capital gain dis- 
tributions, in shares of the other Funds without a sales 
charge. 


On February 7, 1977, a notice was issued of the filing 
of this application (Investment Company Release No. 
9639). The notice gave interested persons an op- 
portunity to request a hearing, .and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is appropri- 
ate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act and Rule 22d-1 thereunder, 
to the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9661/March 2, 1977 


In the Matter of 

EQUITY EXCHANGE FUND 
1500 Walnut Street 

Philadelphia, Pennsylvania 19102 
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(811-2673) 


NOTICE OF FILING OF APPLICATION PURSUAN} 
TO SECTION 8&(f) OF THE ACT FOR AN ORDER 
DECLARING THAT EQUITY EXCHANGE FUND HAS 
CEASED TO BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Equity Exchange 
Fund (‘‘Applicant’’), registered with the Commission 
as an open-end diversified management investment 
company under the Investment Company Act of 1940 
(‘Act’), filed an application on December 10, 1976, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that it has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant, a limited partnership formed under the 
Uniform Limited Partnership Acts of the States of 
New Jersey and California, registered under the Act 
on September 8, 1976. Applicant subsequently regi- 
stered its Units of Limited Partnership Interest 
(‘Shares’) for sale to the public under the Securities 
Act of 1933, effective October 15, 1976. 


Applicant states that its purpose was to provide 2 
investment medium to persons having substantia, 
holdings of individual securities acceptable to Ap- 
plicant with relatively large unrealized capital appreci- 
ation who wished to exchange such holdings for 
Shares of Applicant without incurring Federal capital 
gains tax liability by reason of the exchange. 

The provision of the Tax Reform Act of 1976 which 
authorized the exchange of securities for Shares of 
Applicant without capital gains tax liability to investors 
required, /nter alia, that all deposits of securities with 
Applicant be made by December 3, 1976. Applicant 
states that no sales were made pursuant to its 
Registration Statement, which was withdrawn on De- 
cember 6, 1976. 


Applicant represents that its Partnership Agreement 
required that the Applicant have an initial capitalization 
of at least $25,000,000 from its initial public offering 
of its shares and further required that Applicant be 
dissolved and terminated if this minimum capitaliza- 
tion were not received. Applicant states that it did not 
receive sufficient deposits of securities and cash prior 
to December 3, 1976 to achieve this minimum cap- 
italization, and that all deposits of securities and cash 
received by Applicant from the public offering of its 
Shares were returned to the depositors prior to 
December 3, 1976. 


Applicant represents that the sole owners of its 
Shares are its nine General Partners and its original 











Limited Partner, all of whom have taken the necessary 
action under its Partnership Agreement to dissolve 
and terminate Applicant; that appropriate documents 
are being filed with state authorities; and that upon 
such filing, Applicant will no longer exist. 


Section 8(f) of the Act provides in part that when- 
ever the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon taking effect of such order, the registration of 
such company shall cease to be in effect. 


NOTICE 1S FURTHER GIVEN that any interested per- 
son may, not later than March 28, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law 
by certificate) shall be filed contemporaneously with 
he request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9662/ March 2, 1977 


In the Matter of 


LUTHERAN BROTHERHOOD FUND, INC. 
LUTHERAN BROTHERHOOD INCOME FUND, 
INC. 

tUTHERAN BROTHERHOOD U.S. GOVERN- 
MENT SECURITIES FUND, INC. 


LUTHERAN BROTHERHOOD MUNICIPAL BOND 
FUND, INC. 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


and 


LUTHERAN BROTHERHOOD SECURITIES CORP. 
701 Second Avenue South 
Minneapolis, Minnesota 55402 


(812-4074) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT 
AN OFFER OF EXCHANGE AND SECTION 6(c) TO 
PROVIDE AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Lutheran Brother- 
hood Fund, Inc. (“Stock Fund’’), Lutheran Brother- 
hood Income Fund, Inc. (‘Income Fund’’), Lutheran 
Brotherhood U.S. Government Securities Fund, Inc. 
(‘Government Fund’’), and Lutheran Brotherhood 
Municipal Bond Fund, Inc. (‘‘Municipal Fund’’), each 
of which is registered with the Commission as an 
open-end, diversified, management investment com- 
pany under the Investment Company Act of 1940 
(‘Act’), and Lutheran Brotherhood Securities Corp. 
(collectively referred to with the above mentioned 
funds (‘Funds’) as ‘‘Applicants’’), have filed an ap- 
plication on December 29, 1976, for orders pursuant 
to (i) Section 11(a) of the Act to permit Municipal 
Fund to offer to exchange its shares for shares of 
Stock Fund, Income Fund or Government Fund on a 
basis other than the relative net asset values of the 
Fund shares involved at the time of the exchange; 
(ii) Section 6(c) of the Act to exempt Applicants 
from the provisions of Sections 22(d) of the Act 
and Rule 22d-1 thereunder in connection with such 
exchange; and (iii) Section 6(c) of the Act to exempt 
Applicants from the provisions of Section 22(d) of the 
Act and the rules and regulations thereunder to the 
extent necessary to permit the reduction of sales loads 
where proceeds of certain insurance products are used 
to purchase shares of the Funds under described 
circumstances. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the facts and representations therein, which 
are summarized below. 


Lutheran Brotherhood is a fraternal benefit insurance 
society offering life insurance and annuity contracts 
exclusively to Lutherans and individuals affiliated with 
Lutheran Church organizations. 


Lutheran Brotherhood Securities Corp., acts as princi- 
pal underwriter for sale of the Funds’ shares to those 
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persons qualified under the Funds’ prospectuses. 
Lutheran Brotherhood owns 51% of the outstanding 
shares of Lutheran Brotherhood Securities Corp. and 
Federated Investors, Inc. of Pittsburgh, Pennsylvania, 
owns 49%. Shares of each Fund are offered to the 
public at a price based on net asset value plus a 
sales charge that varies with the quantity of securities 
purchased. The current sales charge is as follows: 


Sales Charge 
as Percentage 


Amount Invested of Offering Price 


Less than $10,000 8-1/2% 
$ 10,000 but less than $ 25,000 7-1/2% 
$ 25,000 but less than $ 50,000 6% 

$ 50,000 but less than $100,000 4% 
$100,000 but less than $250,000 2% 
$250,000 but less than $500,000 1% 
$500,000 or more 1/2% 


Shares of Income Fund, Stock Fund, Government 
Fund, and Municipal Fund at present may be ex- 
changed for shares of any other of such Funds on the 
basis of relative net asset value per share at the time 
of exchange without any sales charge. 


Applicants state that the Municipal Fund’s Board of 
Directors approved a reduction in the sales charge of 
Municipal Fund for the period October 7, 1976, 
through December 3, 1976 (’’Special Offering’’), and 
that an appropriate registration statement was filed. 
During the Special Offering, the sales charge on 
shares of the Municipal Fund was as follows: 


Sales Charge 
as a Percentage 
of Offering Price 


Size of Transaction 
at Offering Price 


Less than $10,000 
$ 10,000 but less than $ 25,000 1.9% 
$ 25,000 but less than $ 50,000 1.0% 
$ 50,000 but less than $100,000 5% 
$100,000 but less than $250,000 3% 
$250,000 but less than $500,000 2% 
$500,000 or more 1% 


1.9% 


Applicants propose to offer shares of Income Fund, 
Stock Fund, and Government Fund in exchange for 
shares of Municipal Fund that were purchased during 
the Special Offering, on the basis of relative net 
asset values at the time of exchange, plus the dif- 
ference between the sales charge described in the 
prospectus of the Fund being acquired and the sales 
charge paid on such Municipal Fund shares purchased 
during the Special Offering. An investor acquir- 
ing shares of Income Fund, Stock Fund, or Govern- 
ment Fund through an exchange of shares of Muni- 
cipal Fund purchased at the reduced sales charge 
would, therefore, pay the same total sales charge 
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that he would have paid had he purchased the 
same number of shares of Income Fund, Stock Fund 
or Government Fund directly. 


At present, Applicants offer shares of the Funds at 
one-half their normal sales load to recipients of pro- 
ceeds from Lutheran Brotherhood insurance and an- 
nuity products pursuant to an exemption granted by 
the Commission in 1975. (See Investment Company 
Act Release No. 8997, October 21, 1975). That offer 
is limited to the investment of such proceeds within 
ninety days of the date of the check issued in 
payment of such proceeds. 


Applicants now propose to extend the existing offer to 
include investment of -all monies derived from death 
claims, matured endowments, matured annuities and/ 
or lump sum cash options available to holders or 
beneficiaries of any life insurance or annuity con- 
tracts who are also recipients of benefits of Lutheran 
Brotherhood insurance or annuity contracts. The offer 
would continue to be applicable only to monies which 
are applied to the purchase of shares of the Funds 
within ninety days after the date of a check issued 
n payment of such insurance or annuity proceeds. 


Applicants assert that the selling effort and expenses 
involved in sales of this type will be less than those 
entailed in making an initial sale of such share 

since the holder or beneficiary of a Lutheran Brother- 
hood insurance or annuity contract would have a 
degree of familiarity with Lutheran Brotherhood pro- 
ducts and services and since shares of the Fund are 
to be sold only through sales representatives who are 
licensed to sell Lutheran Brotherhood insurance and 
annuity contracts. Applicant estimates that one-half of 
the normal sales charges appropriately reflects the sell- 
ing efforts and expenses involved in the sale of Fund 
shares to Lutheran Brotherhood insurance annuity 
beneficiaries in the manner set out above. 


Section 11(a) of the Act provides, in part, that it 
shall be uniawful for any registered open-end company 
or any principal underwriter for such a company to 
make or cause to be made an offer to the holder 
of a security of such company or of any other open- 
end investment company to exchange his security for 
a security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged unless the 
terms of the offer have first been submitted to and 
approved by the Commission. 


Section 22(d) of the Act provides, in part, that no 
registered investment company shall seli any re- 
deemable security issued by it to any person exce; 

either to or through a principal underwriter for dis 
tribution or at a current offering price described in the 





prospectus and, if such class of security is being 
surrently offered to the public by or through an 
underwriter, no principal underwriter of such security 
and no dealer shall sell any such security to any 
person except a dealer, a principal underwriter, or 
the issuer except at a current public offering price 
described in the prospectus. Rule 22d-1 provides an 
exemption from Section 22(d) to the extent necessary 
to permit the sale of redeemable securities of a reg- 
istered investment company at prices which reflect 
reductions in or eliminations of the sales load under 
certain stated circumstances. 


Applicants state that the purpose of the proposed 
exchange offer is to permit a shareholder of Municipal 
Fund who changes his investment objective to change 
his investment to a different investment company 
without paying the full sales charge otherwise appli- 
cable. Applicants assert that the exchange offer to 
shareholders of Municipal Fund for Municipal Fund 
shares acquired during the effectiveness of the Special 
Offering cannot fairly be made at the relative net 
asset value of the Fund to be acquired because the 
Municipal Fund shareholders would have paid sub- 
stantially less sales load on their investment than 
similarly situated investors in the Fund to be acquired. 
Applicants further submit that if shares of Income 
Fund, Stock Fund, or Government Fund could be 
\cquired at net asset value by exchanging Municipal 
‘und shares purchased at the reduced sales loads, 
it is possible that Section 22(d) would be violated 
since an investor would be able to purchase shares 
of one of the Funds at a sales charge other than 
that described in its prospectus merely by purchasing 
shares of the Municipal Fund at the reduced sales 
load rates and thereafter exchanging such Municipal 
Fund shares for shares of one of the other Funds 
at net asset value. 


Section 6(c) provides that the Commission, by rules 
and regulations upon its own motion, or by order 
upon application, may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions, 
from any provision or provisions of the Act or any 
rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 28, 1977, at 
5:30 p.m., submit ‘to the Commission in writing 
a request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, 
he reason for such request, and the issues, if any, 
/f fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 


shall order a hearing thereon. Any such communic- 
ation should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or 
by mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or in the case 
of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the Application 
herein will be issued as of course following said 
date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9663/ March 3, 1977 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4080) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
TO SECTIONS 17(b) AND 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Massachusetts Mut- 
ual Life Insurance Company (‘Insurance Company’’) 
a mutual life insurance company organized under 
the laws of the Commonwealth of Massachusetts, 
and MassMutual Income Investors, Inc. (‘Fund’), 
registered under the Investment Company Act of 
1940 (the’’Act’’) as a diversified, closed-end, manage- 
ment investment company (collective, ‘‘Applicants’’), 
filed an application on January 24, 1977, and an 
amendment thereto on February 24, 1977, for an 
order (1) pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder permitting the Insurance Com- 
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pany to purchase $3,000,000 principal amount of a 
new issue of 10.25% Senior Notes due 1988 of 
Victoria Station, Inc., (‘‘Victoria’’) at 100% of the 
principal amount thereof, and (2) pursuant to Section 
17(b) of the Act exempting from the provisions of 
Section 17(a) of the Act the sale by the Insurance 
Company to the Fund of $1,500,000 principal amount 
of such notes immediately thereafter, at 100% of 
the principal amount thereof. 


Applicants state that the Insurance Company, which 
serves as investment adviser to the Fund, also is 
investment adviser to MassMutual Corporate Invest- 
ors, Inc. (‘Corporate Investors’’), registered under 
the Act as 2 non-diversified, closed-end, management 
investment company, and that, in accordance with 
an order of the Commission pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder (In- 
vestment Company Act of 1940 Release No. 6690, 
August 19, 1971) (’’Original Corporate Investors ord- 
er’’), the Insurance Company is permitted to invest 
concurrently for its general account in each issue 
of securities purchased by Corporate Investors in 
private placement. Two of the conditions of the 
Original Corporate Investors Order are that (i) pur- 
chases in private placements which would be consist- 
ent with the investment policies of Corporate In- 
vestors be shared equally by the Insurance Company 
and Corporate Investors, and (ii) once the Insurance 
Company and Corporate Investors have acquired in- 
terests in an issuer, neither may acquire any further 
interest in such issuer other than interests identical 
in all respects, unless permitted by further order 
of the Commission. 


Applicants provide the following information with re- 
spect to previous investments in Victoria. In May, 
1972, the Insurance Company and Corporate Invest- 
ors, pursuant to the terms of the Original Corporate 
Investors Order, each purchased $750,000 of Victoria’s 
9%% Notes and 22,250 shares of Victoria common 
stock; however, in August, 1972, those notes were 
repaid from the proceeds of Victoria’s first public 
offering of common stock. In March, 1974, the 
Insurance Company and Corporate Investors each pur- 
chased $1,000,000 principal amount of 9.25% Sub- 
ordinated Notes due 1986 of Victoria (‘Old Notes’) 
together with 24,000 shares each of Victoria common 
stock. In July, 1975, all Victoria common stock held 
by the Insurance Company and Corporate Investors 
was sold in an underwritten public offering. The 
Insurance Company, on December 21, 1976, pur- 
chased $4,000,000 principal amount of a new issue 
of 10.25% Notes due 1988 of Victoria (‘New Notes’’). 
Such purchase, which under the terms of the Original 
Corporate Investors did not also purchase such 
notes, was permitted by order of the Commission 
(Investment Company Act Release No. 9292, May 
19, 1976). 


1912/SEC DOCKET 


Applicants state that at the time of such order the 
interest rate to be carried by the New Notes was 
expected to be 9.95%, and that Victoria was seeking 
one or more investors to purchase additional principal 
amounts of New Notes. They also state that, after 
the issuance of such order, Victoria obtained two 
such investors who were to purchase $500,000 
principal amount and $3,000,000 principal amount, 
respectively, and that Victoria agreed to increase the 
interest rate on the New Notes to 10.25%. According 
to the application, on July 26, 1976, upon the request 
of the Insurance Company, the Division of Invest- 
ment Management advised it that the Division would 
not recommend that the Commission take action 
against the Insurance Company under the Act if 
the New Notes were purchased at the higher interest 
rate without a new application being filed. Applicants 
state that prior to the Insurance Company’s purchase 
of the $4,000,000 of New Notes, one of the other 
investors decided not to purchase $3,000,000 principal 
amount of New Notes because it was informed of a 
general policy of Touche Ross & Co., Victoria's 
independent auditors, not to supply a certain annual 
certificate to institutional investors. The Insurance 
Company states its belief that this policy is consistent 
with the practices of a number of other major 
accounting firms. 


The Insurance Company proposes to purchase this ad 
ditional $3,000,000 principal amount of New Note. 
on March 31, 1977, and to sell, immediately thereafter, 
$1,500,000 principal amount of such New Notes to 
the Fund. According to the application, the Insurance 
Company will pay Victoria 100% of the face amount 
of the New Notes to be acquired and the Fund 
will pay the Insurance Company 100% of the face 
amount of the New Notes to be transferred. Appli- 
cants state that the proceeds from the sale of New 
Notes have been, and will be, used by Victoria 
to repay bank debt and to finance the construction 
of restaurant facilities. 


As noted above, the Insurance Company is investment 
adviser to both the Fund and Corporate Investors. 
Section 2(a)(3) of the Act defines an ‘‘affiliated per- 
son’’ of an investment company to include the in- 
vestment adviser thereof. Section 17(d) of the Act 
and Rule 17d-1 thereunder, taken together, provide, 
in part, that it is unlawful for an affiliated person 
of a registered investment company, acting as princi- 
pal, to effect any transaction in which such registered 
investment company is a joint participant, without 
the permission of the Commission. Rule 17d-1 pro- 
vides, in part, that in passing upon applications for 
orders granting such permission, the Commission will 
consider (1) whether the participation of the invest- 
ment company in such transaction on the basi 
proposed is consistent with the provisions, policies, 
and purposes of the Act, and (2) the extent to which 





such participation is on a basis different from or less 
sdvantageous than that of other participants. 


Applicants request an order of the Commission pur- 
suant to the requirements of the Original Corporate 
Investors Order, and Section 17(d) of the Act and 
Rule 17d-1 thereunder, permitting the Insurance Com- 
pany to acquire the $3,000,000 principal amount of 
New Notes. They state that under the Original Cor- 
porate Investors Order, absent further order of the 
Commission, the Insurance Company could not ac- 
quire these New Notes because the further interest 
in Victoria so acquired would not be in all respects 
identical to the interest of Corporate Investors in 
Victoria. According to the application, the investment 
policies of Corporate Investors confine its investments 
in long-term debt obligations to those that have 
equity features such as accompanying shares of com- 
mon stock or rights to acquire, or to convert such 
obligations into, common stock, and that, lacking 
such equity features, the New Notes would not be 
an appropriate or permissible investment for 
Corporate Investors, including a majority of those 
directors who are not interested persons of the In- 
surance Company, have concluded that the New 
Notes would not be an appropriate investment for 
Corporate Investors and that they have no objection 
to the acquisition of the New Notes by the Insurance 
“ompany and the Fund. Applicants state that (i) 
Ae absence of any equity feature accompanying the 
New Notes is attributable to Victoria’s stronger 
present financial position as compared to its financial 
position at the time the Old Notes were purchased 
by the Insurance Company and Corporate Investors; 
(ii) during the negotiations with respect to the 
purchase of the Old Notes, the Insurance Company 
did not contemplate any investment in the New Notes, 
nor was the purchase of the Old Notes tied to, or 
induced by, any discussion with respect to the 
possible purchase of New Notes or any similar 
securities; and (iii) the interests of Corporate Investors 
will in no way be affected by the purchase of New 
Notes by Applicants, and Corporate Investors will not 
be disadvantaged by such purchase. 


Although the Old Notes are subordinate to the New 
Notes, Applicants assert that the subordinated nature 
of the Old Notes was established when they were 
issued for the very purpose of making later senior 
debt financing easier to obtain. They further assert 
that the purchase of the New Notes will not be dis- 
advantageous to Corporate Investors because (i) 
Victoria will receive significant value in consideration 
for the issuance of the New Notes; (ii) in view of 
Victoria's financial strength, events such as default 
under Senior Debt, insolvency, or bankruptcy are un- 
‘kely to occur; and (ili) if the Insurance Company 
des not purchase the new Notes, Victoria will not be 
restricted from selling such notes to other financial 


institutions, and the Old Notes held by Corporate 
investors would continue to be subordinate to the 
New Notes sold to such other institutions. 


Applicants also request an order of the Commission 
pursuant to Section 17(b) of the Act exempting from 
the provisions of Section 17(a) of the Act the 
acquisition by the Fund from the Insurance Company 
of $1,500,000 in principal amount of the New Notes 
for a cash payment of $1,500,000. Section 17(a) 
provides, in part, that it is unlawful for any affiliated 
person of a registered investment company, acting 
as principal, knowingly to sell any security to such 
registered investment company. Section 17(b) of the 
Act generally provides that, upon application, the 
Commission shall exempt a proposed transaction from 
the provisions of Section 17(a) if evidence establishes 
that the terms of the proposed transaction, including 
the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consistent with the policy of the 
registered investment company concerned and with 
the general purposes of the Act. 


Applicants state that the Fund’s purchase of New 
Notes has been approved by the unanimous vote 
of the Executive Committee of the Board of Directors 
of the Fund, including a majority of all directors 
of the Fund who are not interested persons of the 
Insurance Company. They also state that the terms 
of purchase by the Fund are the same as those on which 
the Insurance Company purchased the first $4,000,000 
of New Notes, which purchase was the result of 
arm's length bargaining. According to the application, 
up to 25% of the Fund’s assets may consist of, 
among other things, debt securities purchased directly 
from issuers in private placements and that under 
such policy the Fund may invest an_ additional 
$23,500,000 in debt private placements. Applicants 
state that in light of these reasons and in view 
of the fact that long-term interest rates have been 
declining, coupled with the increase in the interest 
rate on the New Notes from 9.95% to 10.25%, 
the Insurance Company has concluded that the New 
Notes represent an attractive investment for the Fund. 
Applicants assert that, although the Insurance Com- 
pany holds securities of Victoria and the Fund does 
not, this discrepancy in interests has had no material 
effect on the independence of the investment advice 
of the Insurance Company with respect to the New 
Notes. The Insurance Company represents that if the 
Commission permits it to purchase the $3,000,000 
principal amount of New Notes, but does not permit 
their sale to the Fund, the Insurance Company 
would, nevertheless, purchase the New Notes. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 25, 1977, at 5:30 
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p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or 
by mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, in case of 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will 
be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 

request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 7799/February 28, 1977 


S.E.C. v. UNITED AMERICAS BANK, et al. S.D.N.Y. 
76 Civ. No. 2959 


The Securities and Exchange Commission announced 
that on February 24, 1977 the Honorable John M. 
Cannella of the United States District Court for the 
Southern District of New York signed a Final Judge- 
ment of Permanent Injunction by Consent enjoining 
United Americas Bank (“UAB”) from further violations 
of Section 7(d) of the Securities Exchange Act 
of 1934 and Regulation U thereunder, by extending 
or maintaining credit to borrowers, including securities 
brokers or dealers, secured directly or indirectly by 
collateral which includes any stock, for the purpose 
of purchasing or carrying margin stock, in amounts 
exceeding maximum loan values prescribed in 

regulation U. UAB is also enjoined from failing to 
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obtain and retain in its records for at least three 
years statements in conformity with the requirement 
of Federal Reserve Form U-1. 


In addition to the foregoing injunctive relief, the judg- 
ment provides that UAB adopt and implement written 
procedures designed to insure that its officers and 
employees become and remain fully educated with 
respect to the requirements of Regulation U. 


In consenting to the entry of the judgment, UAB 
neither admitted nor denied the allegations of the 
Commission’s complaint. 


With respect to the termination of litigation against 
the other defendants Konos Associates and Abbey 
J. Butler, see Litigation Release No. 7478, dated 
July 2, 1976. 





Litigation Release No. 7800/February 28, 1977 


U.S. v. ROBERT EDWIN BROWN, et al. 
76-356-TUC) 


(CR 


William Smitherman, United States Attorney for th 
District of Arizona, Robert H. Davenport, Admir. 
istrator of the Denver Regional Office and Gerald E. 
Boltz, Administrator of the Los Angeles Regional Of- 
fice of the Securities and Exchange Commission, 
announced that two of the three defendants indicted 
by the United States Grand Jury on July 7, 1976 
on charges of securities fraud, sale of unregistered 
securities, mail fraud and conspiracy were found 
guilty or have pleaded guilty to charges specified 
in the indictment. The third defendant died prior to 
trial. 


On August 31, 1976 Richard Lapenta of Miami, 
Florida pled guilty to one count of securities fraud 
and one count of conspiracy and was sentenced 
to a three year suspended sentence and three 
years probation. On February 1, 1977, after a two 
week trial, the Honorable James A. Walsh, Judge 
of the United States District Court for the District 
of Arizona, found Robert Edwin Brown guilty of ten 
counts of securities fraud and one count of con- 
spiracy. Sentencing is set for March 14, 1977. Brown 
was the president and controlling person of Arizona- 
Florida Development Corporation, Buckeye Mines, 
Inc., Corona de Tucson, Inc. and other associated 
corporations that controlled or participated in the 
development of St. John’s River Estates, Key Cedar 
Heights, and Ridge Manor Estates, all of Florid: 
and Lake Mead Rancheros and Corona de Tucso. 
of Arizona. 





For further information, see Litigatioan Release No. 
1497. 





Litigation Release No. 7081/February 28, 1977 
SEC v. CENTURY MORTGAGE CO., LTD., et al 
(D. Utah, C-77-0049) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced the filing of a complaint on 
February 17, 1977, in the federal district court in 
Salt Lake City, Utah, seeking to enjoin the following 
defendants from violating the registration and anti- 
fraud provisions of the federal securities laws: Century 
Mortgage Co., Ltd. (Century), and Gateway Valley 
Estates, Inc. (Gateway), Utah corporations with of- 
fices in Salt Lake City, Utah; Market Fund Corp., 
a Colorado corporation located in Aspen, Colorado; 
Johney B. Kearney, Johney B. Kearney, Jr., Timothy 
R. White, Stephen R. Gilliland, and D. Michael 
Russell, all of Salt Lake City, Utah; Harold E. 
Singer of Logan, Utah; and Rex D. Parsons of 
Phoenix, Arizona. 


" application has been made for a Temporary 


.estraining Order and for the appointment of a 
receiver for Century and Gateway. The case was 
assigned to Chief Judge Willis W. Ritter. 


The Commission in its complaint has alleged that 
in the sale of debt securities of Century and in- 
vestment contracts and evidences of indebtedness 
issued by Gateway, the defendants misrepresented 
the value and existence of assets backing the securit- 
ies. The defendants are charged with diverting sub- 
stantial sums of the proceeds from securities sales 
for their own use and benefit. 





Litigation Release No. 7802/February 28, 1977 
S.E.C. v. MOUNT VERNON MEMORIAL PARK, et 
al. (E.D. CA) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate 
Regional Administrator of the San Francisco Branch 
Office, announced the filing of a Complaint in the 
United States District Court for the Eastern District 
f California on February 17, 1977, against Mount 
/ernon Memorial Park (“Mount Vernon’) and Foy 
E. Bryant (‘Bryant’) of Fair Oaks, California, alleging 


violations of, and the aiding anid abetting of violations 
of, the registration provisions of the Invesitment Com- 
pany Act of 1940 and the anti-fraud provisions 
of the Securities Act of 1933 and the Securities 
Exchange Act of 1934, iin connection with the offer 
and sale of face-amount certificates of the install- 
ment type in the form of pre-ineed funeral service 
debentures. 


The Commission’s Cornplaint alleges that Mount 
Vernon is a closely-held (California c orporation licensed 
both as a cemetary authority and .a funeral director. 
Bryant is president, director, and sole shareholder 
of Mount Vernon, and he controls the day--to- 
day management of Mount Vernon. In 1970, Mou'nt 
Vernon and Bryant commenced the sale of pre- 
need funeral service debentures. The debenture, 
which is essentially an unsecured promissory note, 
is not redeemable for cash by the ptirchaser until 
its maturity date 20 years from the date of the 
issuance unless the purchaser moves out of the 
Sacramento area, where Mount Vernon is located. 
Over 4,900 public investors have subscribed to pur- 
chase in excess of $2.86 million of Mount’ Vernon's 
debentures. Mount Vernon and Bryant are c:ontinuing 
to receive installment payments on the de?bentures 
from investors while omitting to provide any’ current 
financial information. No registration statement pur- 
suant to the Investment Company Act of 1940 has 
been filed or is in effect with the Commuission 
with respect to any securities of Mount Vernon. 


The Complaint further alleges that Mount Vernon 
and Bryant have been able to continue operating 
only by debt financing through the sale of these 
debentures and by continually borrowing from the 
Teamsters Center States, Southeast and Sou'thwes't 
Areas Pension Fund (‘Teamsters Fund’’). Since: 1964, 
Mount Vernon has borrowed funds totalling in excess 
of $2 million from the Teamsters Fund in order to 
obtain construction and operating capital. To secure 
these loans, Mount Vernon pledged virtually all of 
its present and future assets, and in December 1974, 
agreed to pay an illegal ‘‘loan brokerage fee’’ to 
the asset manager of the Teamsters Fund fcr the 
exercise of his influence in obtaining an addiitional 
loan and a restructuring of the existing loans. M onthly 
payments on these loans totalled in excess of $2.2,000. 
However, since April 1976 Mount Vernon has been 
unable to make its loan payments, and on Sejate2mber 
27, 1976, the Teamsters Fund filed an action to: fore- 
close on the real and personal property pledgezd under 
the security agreements. 


The Complaint also alleges that Mount Verinon and 
Bryant made material misrepresentations of material 
facts and omitted to state material facts conicerning, 
but not limited to, the following: (a) that Movunt 
Vernon has suffered a continuous net loss «nd 
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megative cash flow since 1971; (b) the critical 
financial condition necessitating a third loan of 
$1.3 million from the Teamsters Fund and restruct- 
uring of tvvo earlier loans; (c) the payment of an 
illegal ‘“Lo‘an brokeracje fee’ to the Teamsters Fund’s 
gsset manager to obtain the $1.3 million loan; 
{d) the Yeamsters F-und’s foreclosure action against 
Mount \V/ernan; and (e) other commissions of similar 
pusport and object. 


The (Complaint seeks preliminary and permanent in- 
junctive relief, and such other and further relief, 
including ancillary relief in the Form of a Trustee 
pursyant to the Investment Company Act of 1940, 
es the Court rnay deem just and proper for the 
p'rotection of investors. 





Litigation [Release No. 7803/ February 28, 1977 
S.E.C. v. FEECLAMATION DISTRICT NO. 2090, et al. 
{N.D. CA. , C-76-1231 RHS) 


Geraid E:. Boltz, Regional Administrator of the Los 
Angeles, Regional Office, and Leonard H. Rossen, 
Agsocizite Regignal Administrator of the San Francisco 
Brancti Office, announced that the Honorable Robert 
H. Scshnacke, United States District Judge for the 
Northiern District of California, entered a Final Judg- 
memt of Permanent Injunction against Sheldon Fidler 
(Fidler) of Los Angeles, California on Feburary 
17, 1977. The injunction proscribes violations of the 
pnti-fraud provisions of the federal securities laws 
irs cormection with offers and sales of securities 
‘squed by Reclamation District No. 2090 (’‘the Dist- 
rict’’) aing any other security of any other issuer. 


The Commission’s complaint alleged that all of the 
defenclants’ conduct in violation of the anti-fraud 
provision of the federal securities laws resulted in the 
sales of approximately $2.2 million of bond antici- 
pation notes and negotiable promissory notes issued 
by the: District to approximately 161 persons residing 
9 at | east twelve states. Filder’s sales were confined 
to the Los Angeles, California area. 


For more information see Litigation Release No. 7460. 





Litigjation Release No. 7804/March 1, 1977 

©-E..C. 1. SHELTER RESOURCES CORP., et al. 
(United States District Court for the District of 
Coaliumbia) Civil Action No. 77-0345 


19. 16/SEEC DOCKET 


The Securities and Exchange Commission announced 
that on March 1, 1977 the Commission filed a com 
plaint in the U.S. District Court for the District ¢ 
Columbia seeking an order against Shelter Resources 
Corp. (‘’Shelter’’) of Cleveland, Ohio and injunctive 
relief against John F. Wurster of Engelwood, Colorado 
and Wendell L. Batchelor of Haleyville, Alabama. 
The complaint charges Shelter, Wurster and Batchelor 
with violations of Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder. 


The complaint alleges that on or about December 
19, 1974 a subsidiary of Shelter, Winston Industries, 
Inc. (‘‘Winston’’), which manufactures mobile homes, 
negotiated a tentative agreement for the sale of 
1500 mobile homes to several countries in the Middle 
East. Thereafter Winston manufactured in January 
and February 1975 two prototype models of the 
mobile homes. 


It is further alleged that on or about December 21, 
1974 Shelter entered into a written agreement with 
a certain foreign company providing for the company 
to become Sheiter’s exclusive agent in the Middle 
East and to exert its best efforts to, among other 
things, find markets for Shelter’s mobile homes in the 
Middle East. The complaint alleges that on or about 
January 21, 1975 Shelter received a request from its 
exclusive agent to prepare a bid for the sale c¢’ 
25,000 mobile homes for presentation to a Midd. 
Eastern group. 


The complaint alleges that Wurster, formerly the 
president of another Shelter subsidiary and a former 
member of the board of directors of Shelter, and 
Batchelor, a plant manager at Winston, each acting 
separately, purchased shares of Shelter stock while in 
the possession of information concerning the Middle 
East program prior to the public dissemination of 
the information, and without making any disclosure 
of such information to the sellers and other members 
of the investing public. The complaint further alleges 
that Shelter had not adopted adequate procedures 
to assure that information relating to the Middle East 
program was kept confidential by its employees or 
to safeguard against the use of the information by 
its employees in trading in Shelter securities. 


The complaint, in addition, alleges that during the 
week beginning February 24, 1975 the volume traded 
on the American Stock Exchange (‘’AMEX’’) in 
Shelter securities rose steadily and the price rose from 
1% to 3-5/8. The complaint alleges that certain 
officials at Winston knew that there was heavy trading 
in the Huntsville, Alabama area near where Winston 
is located and that rumors were being circulated 
in the same area concerning the Middle East prograrr 
and that no public disclosure of the possible Midd, 
Eastern sales was made by Shelter until March 3, 





after an inquiry from the AMEX. 


jthout admitting or denying the allegations in the 
complaint, Shelter consented to the entry of an order 
requiring Shelter to comply with its stipulations 
and undertakings in which Shelter stipulates that it 
wil not make available material non-public information 
concerning Shelter for other than a bona-fide business 
purpose of Shelter and without appropriate safeguards 
against its use in connection with the purchase or 
sale of securities of Shelter; and undertakes to period- 
ically review, revise and disseminate memoranda and 
notices which concern the subject if insider trading 
and to formulate and maintain procedures reasonably 
designated to assure compliance with the federal 
securities laws requiring insider trading, other aspects 
of trading in its securities and the dissemination of 
material information concerning its affairs. 


Without admitting or denying the allegations in the 
complaint, Batchelor and Wurster each consented to 
the entry of a judgment permanently injoining them 
from violations of the anti-fraud provisions of the 
federal securities laws. 





Litigation Release No. 7805/March 3, 1977 
“INITED STATES v. IVAN ALAN EZRINE, et al. 
D.N.Y. 75 Cr. 363 


William D. Moran, Administrator of New York Region- 
al Office of the Securities and Exchange Commission 
(‘Commission’) announced that on December 15, 
1976 the Honorable Charles H. Tenney of the United 
States District Court for the Southern District of New 


York sentenced Lawrence Goral (‘’Goral’’) and 
Anthony L. Greco, Jr. (‘“Greco’’) of Bricktown, New 
Jersey to a two year suspended sentence and placed 
both on probation for a period of two years; on 
January 7, 1977 Murray Lichtman (‘’M. Lichtman’’) 
was given a two year suspended sentence and 
probation for two years and Joseph Lichtmann 
(“‘J. Lichtmann’’) was given the same sentence and 
additionally fined $1,000; on January 17, 1977 Ivan 
Alan Ezrine (‘‘Ezrine’’) was sentenced to a three 
year suspended sentence, placed on probation for 
a period of five years and fined $2,000. Goral, 
Greco M. Lichtman, J. Lichtman and Ezrine had 
previously pled guilty to conspiracy to commit securit- 
ies fraud in connection with the public offering of 
the common stock of Minute Approved Credit Plan, 
Inc. (‘‘Minute’’). 


On November 24, 1976 after an eight day trial Leon 
Mayer was found guilty by a jury of securities 
~qud, mail fraud, making false statements to the 

ymmission and conspiracy to violate these statutes 
in connection with the public offering of the common 


stock of Minute. On January 17, 1977 Judge Tenney 
imposed on Mayer a two month prison term, a two 
year suspended sentence and placed him on probation 
for a period of two years. 





Litigation Release No. 7806/ March 3, 1977 
SEC v. FRANK X. OROFINO, et al. (S.D.N.Y.) 
76 Civil 5553 (WK) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (‘’Commission’’) announced that the 
United States District Court for the Southern District 
of New York entered final judgements of permanent 
injunction against the following defendants: Louis 
Juliana (‘Juliana’) of Emerson, New Jersey on 
January 5, 1977; Diane Aquino (‘Aquino’) of Jackson 
Heights, New York, Robert Bossert (’’Bossert’’) of 
Clinton, New Jersey, Pat Catizone (‘‘Catizone’’) of 
Morristown, New Jersey, Ronaid A. Martini (‘Mart- 
ini’) of Jackson Heights, New York, Robert Sudol, Jr. 
(“‘Sudol’’) of Fairfield, New Jersey, and Carol Wynn 
(“Wynn”) of Fort Lee, New Jersey on January 14, 
1977; Marvin S. Bernstein (‘Bernstein’) of Emeryville, 
California on January 28, 1977; and Frank Coppa 
(“‘Coppa’’) of Staten Island, New York on February 
4, 1977. 


The judgments permanently enjoin Aquino, Catizone, 
Bernstein, Martini, Coppa and Wynn from violating 
the Registration provisions of the Securities Act of 
1933 (‘’Securities Act’) and, with the exception of 
Aquino, from violating the anti-fraud provisions of the 
Securities Act and the Securities Exchange Act of 
1934 (‘Exchange Act’’) with respect to’ the securities 
of Tucker Drilling Company, Inc. (‘‘Tucker’’) or any 
other securities. Bossert, Juliana and Sudol are 
enjoined from violating the anti-fraud provision of 
the federal securities laws in connection vvith the offer 
and sale of Tucker securities or any other securities. 


All of the aforementioned individuals consented to the 
entry of these judgements without admitting or deny- 
ing the allegations of the Commission’s Complaint. 
The Complaint, filed on December 14, 1976, charged 
that Bernstein, Martini, Coppa, and others clathered 
approximately 300,000 shares of Tucker’s common 
stock and, with the assistance of certain wf the 
brokerage defendants, including Catizone, Wynn and 
Aquino, subsequently sold virtually all of these se curit- 
ies through their own and nominee accounts at 
several broker-dealers. The Commission further chaiged 
that certain of the defendants, including Martini, 
facilitated the sales of these securities by making 
undisclosed payments of cash and stock to Juliane, 
Bossert and Sudol. Moreover, the Commission allegeci 
that several of the defendants, including Catizone, 
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Bernstein, Martini, Coppa and Wynn, while engaged 
in a distribution of Tucker stock, bid for, purchased 
and induced others to purchase Tucker stock in 
violation of the anti-fraud provisions of the federal 
securities laws. 





Litigation Release No. 7807/March 3, 1977 
SEC v. GULFPORT O/L & GAS CORPORATION, et al 
(S.D. TEX) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that on February 28, 1977, a civil 
injunctive complaint was filed in Federal District Court 
at Houston, Texas, against Gulfport Oil & Gas Cor- 
poration, Houston, Glenn T. Arbuckle, Dallas, Texas, 
Francis S. Fallon a/k/a Mike Fallon, Tampa, Florida, 
and Bruce A. Yoder, Little Rock, Arkansas. 


The suit seeks to enjoin Gulfport Oil & Gas Cor- 
poration, Arbuckle, Fallon and Yoder from further 
violations of the registration and anti-fraud provisions 
of the federal securities laws. 


The complaint allecyes that the defendants violated the 
registration and aintifraud provisions of the federal 
securities laws in connection with the offer and sale 
of unregistered ssecurities in the form of fractional 
undivided working interests in oil and gas leases 
located in DeSoto Parish, Louisiana, Miller County, 
Arkansas and Duval County, Texas issued by Gulfport 
Oil & Gas Corporation. 


The complaint alleges the defendants utilized both 
printed sales brochures and oral sales presentations 
made during ‘ong distance telephone calls to investors 
which contained numerous misrepresentations and 
omissions ©f material facts including statements as 
to the back.ground, experience and tinancial condition 
of the defendants, use of proceeds derived from the 
sale of tlnese securities, the amount of return an 
investor ‘could anticipate on his investment, and the 
nature ©f the field in which the deferdants were 
explorin.g for oil and gas. 


The complaint further alleges that the defendants 
raised at least $700,000 from the unlawful sale of the 
securities to investors located throughout the United 
States, and that the defendants failed to drill 5 wells 
in ‘which fractional undivided working interests had 
beren sold. 
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Litigation Release No. 7808/ March 3, 1977 
SECURITIES AND EXCHANGE COMMISSION | 
OMNI-RX HEALTH SYSTEMS, et al. (United State 
District Court for the District of Columbia) 

Civil Action No. 76-1623 


The Commission today announced that the United 
States District Court for the District of Columbia 
entered Judgment of Permanent Injunction against 
Farmers and Merchants Bank of Long Beach ("Farm- 
ers & Merchants’) in S.E.C. v. Omni-Rx Health 
Systems, et al. Farmers & Merchants is a state 
chartered bank with headquarters in Long Beach, 
California. The District Court enjoined Farmers & 
Merchants from violating the anti-fraud and reporting 
provisions of the Federal securities laws in connection 
with transactions in the securities of Omni-Rx Health 
Systems and ordered Farmers & Merchants to comply 
with its undertaking to formulate and = maintain 
procedures to prevent certain violations of the 
Federal securities laws. The Judgment was _ entered 
by consent of the Defendant without admitting or 
denying the allegations in the Commission’s Com- 
plaint. 


The Commission’s Complaint alleged that Farmers & 
Merchants participated with other of the defendants in 
a scheme resulting in diversion of a part of the 
proceeds of a public offering of securities of Omr 
Rx Health Systems and in transactions, involvir 
certificates of deposit, employed to conceal such 
diversion. In its consent Farmers & Merchants neither 
admitted nor denied the allegations in the Complaint. 


See Litigation Release No. 7540 dated September 1, 
1976 for further information. 





Litigation Release No. 7809/ March 3, 1977 

S.E.C. v. MACMILLAN RING-FREE O/L CO., INC. 
and JOHN SHAHEEN. 

United States District Court for 
Columbia. Civil Action No. 77-0330 


the District of 


The Securities and Exchange Commission (’’Commis- 
sion’’) announced the filing of a Complaint in the 
United States District Court for the District of 
Columbia on ‘February 25, 1977 seeking (i) a court 
order that MacMillan Ring-Free Oil Co., Inc. (‘‘Mac- 
Millan’), New York, New York, comply with the 
Section 13(a) reporting provisions of the Securities 
Exchange Act of 1934 (‘’Exchange Act’’) and (ii) 
a permanent injunction against further violations of 
such provisions. 


The Complaint also seeks (i) an order that Jot 
M. Shaheen comply and cause MacMillan to com 
with the above-mentioned reporting provisions and 





(ii) a permanent injunction against him from violating 

1d causing violations of such provisions. Shaheen 
» the president, a director and controlling shareholder 
of MacMillan. 


According to the Commission’s Complaint the com- 
pany has failed to file with the Commission and 
Shaheen has failed to cause to be filed MacMillan’s 
annual report on Form 10-K for its fiscal year ended 
December 31, 1975 and MacMillan’s quarterly reports 
on Form 10-Q for the quarters ended March 31, 1976, 
June 30, 1976 and September 30, 1976. 





ACCOUNTING SERIES 





ACCOUNTING SERIES RELEASE 
No. 206A/February 28, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13156A/February 28, 1977 





ACCOUNTING SERIES RELEASE NO. 210/Feb- 
ruary 25, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13302/February 25, 1977 





ACCOUNTING SERIES RELEASE NO. 211/March 
2, 1977 


SEE 


~ECURITIES ACT OF 1933 
al. No. 5813/ March 2, 1977 
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